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Ms. DELAURO OPENING REMARKS

Ms. DELAURO. The hearing is called to order. Let me welcome ev-
eryone here, excuse the sports analogy, on opening day of the 2011
appropriations process. I want to welcome our friends from USDA.
I do not know, my staff said that this was good, by throwing out
the first budgetary pitch. I am not so sure about these sports anal-
ogies anyway.

But I do want to welcome Secretary of Agriculture, Tom Vilsack,
as well as the Deputy Secretary, Kathleen Merrigan, our Chief
Economist, Joseph Glauber, and Scott Steele, who is the USDA’s
Budget Officer. Thank you for joining us today, and I look forward
to hearing your insights. Again, I am pleased to welcome Ranking
Member, Mr. Kingston, all of our colleagues on the Committee. In
this year as in the years past, I look forward to our interaction, our
collaboration together with all of you, and with you, Mr. Secretary,
and with your team in the weeks and months ahead as we plow
through this process.

Last year our bill was the second bill to get signed into law,
something we are all proud of on this committee, and hopefully we
canlwork together to make that happen again this year. That is the
goal.

Secretary Vilsack, let me begin by commending you on the lead-
ership that you have shown in the Department of Agriculture over
the past year. Your executive experience as a former governor has
clearly helped to begin that transformation of a department that
was in dire need of a reform upon your arrival.

o))
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With last year’s appropriations, we made important investments
in meeting the core responsibilities of the Federal Government, in-
cluding improving our food safety system, expanding opportunities
in rural areas and strengthening our child nutrition programs. I
hope we can continue these efforts in the year ahead to make sure
that USDA has the capability and the resources that it needs to
meet its responsibilities to the American people.

With that in mind, to the 2011 budget. First off, I should say
that I harbor concerns, particularly still given the still-fragile state
of our economy, about the dangers of a freeze in discretionary
spending falling disproportionately on our most vulnerable Ameri-
cans right now. Nonetheless, I am heartened to see that USDA’s
budget for the coming year includes strong investments in nutrition
and supplemental food assistance, including $351 million more for
WIC and $5 million for the Commodity Supplemental Food Pro-
gram.

There is no question that we must act. The American people des-
perately need our help right now in this economic downturn, now
25 months long. One in eight Americans, one in five children, have
been receiving food stamp assistance.

Now, there was a hearing in my district last week which the
Speaker of the Connecticut General Assembly held. He is doing one
in every one of the congressional districts. And it is about recession
and its affect on children. A woman testified that her husband lost
a job, she was looking for temporary employment. She has five chil-
dren, and she talked about—and this is in New Haven, Branford,
East Haven, Hamden. It has got some pockets of very poor people.
New Haven is one of the poorest cities in the Nation. But neverthe-
less, the entire area one would regard as not having the poorest in-
come statistics. She talked about rationing food to her five children
and that she has two boys and they are older, and she provides a
little bit more food to them. And the girls, you know, she manages
a little bit less, and she says it is an awful thing to have to tell
your child that they cannot have seconds and that they cannot
have sleepovers because there is just not enough food in the house.
That is the reality. That is the reality all over the country.

In America today, almost 14 million children, one in every five,
live below the federal poverty level. The number is expected to rise
to as high as 27 percent as a result of the recession. If you factor
in that the poverty line is actually much lower than what families
need to really get by, it is estimated that 41 percent of American
kids live in a low-income household right now. And in fact, more
than two out of every three children in our public school system,
69 percent, currently qualify for free or reduced school lunches. It
is a staggering number, staggering number. So I am heartened to
see that the Department is up to the challenge and is putting forth
a good-faith effort to augment these crucial programs in the new
budget. I look forward to hearing your thoughts on how we can
best address the needs of families for food assistance and for better
nutrition in the year to come.

In addition, I need to learn more about the proposed Healthy
Food Financing Initiative which, as I understand it, will work to
combat the problem of food deserts and provide healthier food op-
tions in underserved communities. I know these issues are a high
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priority for the First Lady, and I look forward to working with
USDA to make them happen.

Of course, our responsibility on the Subcommittee is not only to
make sure that families have access to the food they need but also
to ensure that the food in our cupboards and on our kitchen tables
is safe. I am very proud of the fact that since assuming the Chair
of this Subcommittee, we have consistently made stronger invest-
ments in our national food safety systems year after year. And yet,
even with additional resources, the crucial job of food safety never
gets any easier. We have already seen an unprecedented amount
of food recalls in 2010, particularly with regard to contaminated
meat, and we are only two months into this new year.

So with all of this in mind, I am concerned that the proposed
budget for FSIS this year only provides less than 1 percent in-
crease over last year’s bill, aside from funding pay increases. Food
safety is a very real matter of national security, and I hope that
we are using our resources as wisely as possible to ensure that
American families are protected from sickness and harm.

Also of concern to me is flat funding levels in the budget to Pub-
lic Law 480 Title II program and the McGovern-Dole program. Be-
cause of higher food prices, a number of undernourished people in
the world has increased by over 150 million over the past 2 years
and now numbers over a billion. While recognizing that we have
problems with hunger here at home, now does not seem a good
time to pull back on our commitments to international food aid, not
when so many around the world are suffering from hunger and
malnutrition and so many more are looking to us as a symbol of
hope.

In addition, I have questions about several other important mat-
ters under our purview such as rural development programs, agri-
cultural research and conservation efforts. Some important issues
such as the school lunch safety under the AMS and animal identi-
fication were not touched on in your prepared testimony. I also
think that there are other areas such as animal identification pro-
gram where we can find ways to prevent wasteful spending and
make substantive cuts that will save the American people some
money. We have put $147 million in this program to date with al-
most nothing to show for it, and I am skeptical of the new plans
to continue it. But I do not want to take up more time from the
Subcommittee, and of course, I want to give you a chance to offer
testimony today. Let me close by saying thank you to you, Sec-
retary Vilsack, and to your team for joining us. I look forward to
asking about these and other efforts within the Department. As al-
ways, we have big goals that we need to accomplish together, and
it is the crucial details, the budget and the basics that we discuss
today; and particularly in this time of continued economic uncer-
tainty, we have a responsibility, and I know that you understand
it to get it right.

Ms. DELAURO. With that, I would like to ask our Ranking Mem-
ber, Mr. Kingston, if he would like to make an opening statement.
Mr. Kingston, the floor is yours.
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MR. KINGSTON OPENING STATEMENT

Mr. KINGSTON. Thank you, Madam Chair, and it is great to be
back with you and I look forward to another productive year. I
think last year we worked very well, had a lot of good hearings and
had a lot of participation from the Committee members. I am very
happy to report to you as I stand here at the altar, and not using
the sports analogy, but continuing in our great marriage that we
have that this year there seem to be more people sitting on the
groom’s side of the church. I do not know, it could be a trend.

Ms. DELAURO. Is there maybe a dividing line? I never knew that
if that is the case, that there is a dividing line.

Mr. KINGSTON. This is the center aisle in which we both walk
down, and any of you want to swap sides, I understand that. You
could go back and forth several times.

Ms. DELAURO. Never.

Mr. KINGSTON. Mr. Secretary, you had a great first year, and 1
have a lot of respect for you. We have a lot of challenges together,
and certainly we have some things that we are both concerned on.
I remember last year you had presented this Committee with some
ways to cut the budget. I regret that we, on a bipartisan basis, did
not embrace some of those ideas and add to them. I hope that we
will be able to move forward on those things this year. And so I
do appreciate that effort last year and hope that we can continue
to. I want to point out that the freeze, I do not think is enough,
and I do not think it is a true freeze in light of a 26 percent in-
crease in the last year or two. And then if you consider part of the
freeze is the one-time dairy pact that is no longer in there because
it was a one-shot deal, then that diminishes it as being called a
freeze because that should be left out of that discussion.

And then there are other things which I know both parties al-
ways, you know, have the veterinarian fee increases and cut out
congressional prerogatives and things like that. And I think that
is legitimate to put on the table, but one day we really have to fig-
ure out, what are we going to do about these fees because probably
if we went back to George Washington, he would say, we are going
to start charging fees as a way to cut the budget. I do not know.
Some time we need to have a serious dialogue on that. That might
be more the authorizing committee, but I think if you take a step
back and you look at since 2007, a 26 percent increase, a freeze is
not enough. We need to reduce the spending.

There are some things that I think we should be looking at. 1
think the BCAP is the agriculture equivalent of cash for clunkers.
Here is a program that started out, I think something like $270
million over 5 years, and we have already gone through that. And
to some degree, we are paying forest products people to do what
they were doing for free. I think we can do better than what we
have done with BCAP.

In terms of some of the SNAP thing, we are talking about dou-
bling the contingency to $5 billion, and you know, I hear a lot of
the statistics that come from USDA and certainly from the Chair
in terms of the people who need food stamps, but I hear from the
Administration how great the economy is doing. And I constantly
hear, when you watch CNN or MSNBC or FOX or whatever, is that



5

the economy has turned around, and yet we are talking about not
only increasing that contingency fund but increasing WIC to $10
billion. So if the economy is doing so well, why are we doing these
things?

Also, I know I think the budget has $50 million for climate
change, and I would think that people would take a second look at
some of the conclusions of climate change since there is so much
fraudulent data that is in there. And the U.N. itself I think is going
to investigate itself on it, which will be very odd to witness. But
there seems to be more of a dust-up about this in Great Britain
than there is in America right now. We seem to still be in denial
that these statistics are not significant.

Recently it came out that the world weather monitors were re-
duced, and they closed the ones down in the colder climates which
would skew results of this. This is something we all should be con-
cerned about. If global warming is true, then it is our biggest prob-
lem, but it does not seem to be treated with the science as much
as it is the politics. And so I hope the USDA can distinguish itself
from some of the herd instinct.

In terms of food aid, I had the opportunity to meet with a lot of
your food aid team, and they are really first-class people. I have a
lot of respect for them and what they are doing. I do think, though,
that the State Department approach on food aid, which skews the
USDA approach, has gotten a little bit murky. As you know, in
1954, we started out with certain objectives of what the world food
aid would be from America. You know, a lot of it had to do with
the Cold War and development, taking over what had been colonies
and help modernizing them and helping them develop. Last week,
Congressman Goodlatte and I went to a school in Ethiopia on the
outskirts of Addis Ababa, and it was interesting. We went to one
school that got food aid and then another school that seemed to be
at least equally impoverished, if not more, but they did not get food
aid. And you ask people why this school and not that school, and
you cannot get clear answers to it.

My concern in terms of food aid, is it just an international wel-
fare policy? Are we teaching people to become independent? Are we
falling short from that? Because when it becomes a permanent pro-
gram, as compared to a response to a disaster, you know, how do
we move people to independence on it?

And the other question that I have—and by the way, you did go
to Africa last year, right?

Secretary VILSACK. Yes, sir.

Mr. KINGSTON. And I was glad to see that you did that because
I think you did it early in your term. And so I believe you and I
share a lot of interest in this. One of my concerns also is when you
go to certain countries, how much of it is skimmed off by a bu-
reaucracy or maybe a corrupt government? Is it efficient as it
should be?

And you know, I think everybody on the ground is very sincere
about doing it the right way, but I think the objectives just need
to be clarified a little bit better for everybody that is concerned.
What are we doing here and why are we doing it? And the odd
thing is when you look at food aid or PEPFAR or some USAID pro-
grams and you compare them to the U.N. voting record, and I do
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not know if you have ever done that, but there is no comparison
between working with a country who seems to be voting with us
in the U.N. and a country that is not. And sometimes you go to
countries that are very pro-U.S. and they get less food aid, particu-
larly on the developmental side of USDA or some of the develop-
mental ag programs than some do.

So I think there is a lot of interest in this issue, and I do not
know that we can solve it today. But I wanted to say, I did have
a chance to meet with your folks, and I think that they are really
top-notch. But I think administratively we do need to clarify the
mission a bit more.

So with that, I look forward to your comments. And sorry to take
so long but wanted to bring up a lot of points, just like you, Madam
Chair. That is what keeps this marriage going.

Ms. DELAURO. What a partnership, my God. Mr. Secretary, if
you want to proceed with your testimony, you know that the entire
testimony will be part of the record, and you may summarize if you
like. Thank you.

SECRETARY VILSACK OPENING STATEMENT

Secretary VILSACK. Thank you, Madam Chair, and distinguished
members of this Committee. I appreciate the opportunity to appear
before you to discuss the Administration’s priorities for the Depart-
ment of Agriculture and to provide you with an overview of the
President’s 2011 budget.

As the Chair indicated, I would like to submit our written state-
ment for the record. And as the Chair indicated, we are joined
today by Deputy Secretary Kathleen Merrigan, Joseph Glauber,
who is our USDA Chief Economist, and Scott Steele, who is our
USDA Budget Officer.

Since I appeared before this Committee a year ago, America
struggled through the most serious economic recession since the
Great Depression. Families have been forced to make difficult deci-
sions in the face of unprecedented job losses. The immediate effects
of being unemployed are felt deeply by both the unemployed and
their families. We have seen more and more Americans relying on
USDA to put food on the table.

The challenges facing rural communities have been challenges
for decades, but they are now growing more acute which is why the
Obama Administration is committed to new approaches to
strengthen rural America. Rural Americans earn less today and
have for some time, less than their urban counterparts, and are
more likely to live in poverty. More rural Americans are over the
age of 65 than the general population. Fewer have completed fewer
years of school, and more than half of America’s rural counties
have lost population. But the Administration is committed to
strengthening these communities.

This year, President Obama took steps to bring us back from the
brink of a depression and grow the economy again. We recognize
that now it is time to get our fiscal house in order.

USDA’s proposed 2011 budget is a reflection of the President’s
commitment for change. USDA’s total budget authority request
pending before this Committee proposes a total of $129.6 billion in
2011, up from $119.3 billion in 2010. This is due largely to in-
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creases in mandatory funding for nutrition assistance and crop in-
surance. The discretionary appropriation request is $21.5 billion
which is comparable to the $21.7 billion enacted for 2010. In addi-
tion, limits placed on select mandatory programs and rescissions of
balances and other adjustments result in a bottom-line reduction to
our discretionary budget authority of over a billion dollars.

This budget uses taxpayer dollars wisely, takes common-sense
steps that many families and small businesses have been forced to
take with their own budgets. We are investing in American agri-
culture and in the American people. This budget will assist rural
communities to create prosperity so they are self-sustaining, eco-
nomically thriving, and growing in population. We have already
taken some important steps in this effort.

With the help of the Recovery Act, we have supported farmers
and ranchers and helped rural businesses create jobs. Investments
have already been made in broadband, renewable energy, hospitals,
wastewater and water systems and other critical infrastructure
that will serve as a lasting foundation to ensure the long-term eco-
nomic health of families in rural America.

For 2011, the budget includes an almost $26 billion amount to
build on that down payment and focuses on opportunities pre-
sented by producing renewable energy, continuing on expanding
broadband technology, developing local and regional food systems,
capitalizing on environmental markets and generating green jobs
through recreation and natural resource restoration, conservation
and management. The budget also focuses and expands our re-
search efforts which I will address in detail a bit later.

In order to utilize the Federal Government’s assets more effec-
tively, USDA is proposing a Regional Innovation Initiative which
will create a regional focus and increase collaboration with other
federal agencies. For 2011, USDA is requesting authority to set
aside up to 5 percent of the funding from approximately 20 existing
programs which is approximately §28O million in loans and grants
and to allocate these funds competitively among regional projects
that leverage the combined financial and knowledge resources of a
region’s communities, consistent with a developed strategic vision
1for the region, to become a great place to live, work and raise fami-
ies.

The budget promotes the production of food, feed, fiber and fuel.
We intend to expand our efforts to export food and agricultural
products as we work to strengthen the agricultural economy for
American farmers and ranchers. They are the most productive and
most efficient in the world, which contributes greatly to the Na-
tion’s food security. We have an important role at USDA in expand-
ing export opportunities. This budget increases USDA’s funding for
export promotion as part of the President’s National Export Initia-
tive and provides more support than ever for competitive research
which can lead to significant gains in agricultural productivity.

We want to ensure, as this Committee does that all of America’s
children have access to safe, nutritious and balanced meals. The
budget fully funds the expected requirements for the Department’s
three major nutrition assistance programs, WIC, the National
School Lunch program and SNAP, and proposes $10 billion over 10
years to strengthen the Child Nutrition and WIC programs.



8

The budget also includes increased funding for staffing needed to
strengthen USDA’s ability to simplify and improve these programs,
expand program efforts to improve nutritional outcomes, encourage
healthy and nutritious diets and expand an obesity prevention
campaign consistent with the First Lady’s Let’s Move Initiative.

Currently many communities across America, particularly those
with high poverty and unemployment rates, have limited access to
healthy foods which can contribute to a poor diet and can lead to
higher levels of obesity and other diet-related diseases such as dia-
betes and heart disease. To address this problem and to help create
jobs and economic opportunity, the Departments of Agriculture,
Health and Human Services and Treasury will implement the
Healthy Food Financing Initiative. In support of this initiative, the
USDA budget includes about $50 million in budget authority for
loans, grants and technical assistance to support local and regional
efforts to increase access to healthy food, particularly for the devel-
opment of grocery stores and other healthy food retailers in urban
and rural food deserts and other underserved areas. This effort will
generate employment opportunities for those seeking work and will
encourage additional investment in the neighborhoods and commu-
nities assisted.

Protecting public health is one of the most important missions of
USDA, and I am fully committed to taking the steps necessary to
reduce the incidence of food-borne illness and protect the American
people from preventable illnesses. Over the past year, we have
worked to strengthen our food safety system, to reduce the pres-
ence of deadly pathogens, and we continue to make improvements.
For 2011, the budget includes $1 billion for the Food Safety and In-
spection Service and allows us to fully fund inspection activities
and to implement recommendations of the President’s Food Safety
Working Group. This and other initiatives are aimed at improving
the USDA’s public health infrastructure. This includes an increase
of $27 million to further implement recommendations of the Food
Safety Working Group, to strengthen our public information infra-
structure and allow us to get ahead of the pathogen curve. These
improvements will decrease the time necessary to identify and re-
spond to food-borne illness outbreaks which will also better protect
consumers.

This budget will also ensure that private working lands are con-
served, restored and made more resilient to climate change while
enhancing our water resources. The budget supports cumulative
enrollment of more than 304.6 million acres in the Farm Bill con-
servation programs, an increase in enrollment of about 10 percent
over 2009. And it supports efforts to strategically target high-pri-
ority watersheds where the benefits of conservation are greatest.

Underlying the achievement of all the Department’s goals is a
strong research program. Research fuels the transformational
change that rural America needs to excel. I would like to point out
that the 2011 budget proposes the largest funding level ever for
competitive research grants funding with $429 million in the Agri-
culture and Food Research Initiative, an increase of $166 million
over 2010. In addition, the budget maintains formula funding for
research and extension at 1862, 1890 and 1994 land grant institu-
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tions, schools of forestry and schools of veterinary medicine at the
2010 level.

The budget also includes a number of management initiatives
that will improve service delivery, ensure equal access to USDA
programs and transform USDA into a model organization.

I would like to take this opportunity to thank the Committee for
funding the Farm Service Agency’s IT modernization effort which
will result in more reliable customer-focused service to producers.
For 2011, the budget requests additional funding for continued im-
plementation of our modernization effort to address vulnerabilities
in our aging IT system.

USDA is also proposing to expand the Office of Advocacy and
Outreach which was established by the 2008 Farm Bill to improve
service delivery to historically underserved groups, and we will
work to improve the productivity and viability of small, beginning
and socially disadvantaged farmers.

In support of my commitment to improve USDA’s handling of
civil rights matters, the budget includes funding to ensure that
USDA has the staffing and resources necessary to address its his-
tory of civil rights complaints and to seek resolution to claims of
discrimination and the Department’s employment practices in pro-
gram delivery.

Madam Chair, there is no doubt these are tough times which call
for shared sacrifice. The American people have tightened their
belts, and we believe we have done so as well. We have made some
tough decisions. This budget reflects our values and the common-
sense solutions to the problems we face. It makes critical invest-
ments in the American people and American agriculture to set us
on a path to prosperity as we move forward into the 21st century.

This concludes my statement. I would be happy to answer ques-
tions.

[The information follows:]
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Statement by
Thomas Vilsack
Secretary of Agriculture
Before the Subcommittee on Agriculture, Rural Development,
Food and Drug Administration, and Related Agencies
Committee on Appropriations, U.S. House of Representatives
February 24, 2010 :

Madam Chairwoman and distinguished members of this Committee, | appreciate
the opportunity to appear before you as Secretary of Agriculture to discuss the
Administration’s priorities for the Departmént of Agriculture (USDA) and provide you an
ovérview of the Président’s 20M deget; .l aﬁt joined today by Deputy Secretary
Kathleen Merrigan, Joseph Glauber, US“DA’s Chiéf Economist, and Scott Steele,

USDA’s Budget Officer.

| don't need to tell you that the Américan people have been struggling through
the most serious economic recession since the Gréaf Depression. Families have been
forced to make difficult decisions in the face of unprecedented job losses. The
immediate 'effécts of being unemployed are felt deépry by the unemployed and their
families. We have seen more and more Americans relying on USDA to help put food on

the table.

The challenges faéing rural communities for decades have grown more acute,
which is why the Obama Administration is committed to new approéches to strengthen

rural America. Rural Americans eamn less than their urban counterparts, and are more
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likely to live in poverty. More rural Americans are over the age of 65, they have .

completed fewer years of school, and more than half of America’s rural counties are

losing population.

This year, President Obama took steps to bring us back from the brink of a
depression and grow the economy again. But with the unsustainable fiscal policies over

the past decade, it's time to get our fiscal house in order.

The President has announced the three year, non-security discretionary
spending freeze for the remainder of his term. This is a freeze on the botftom line rather
than an across-the-board freeze on all line items in the budget, which provides the
flexibility to achieve high priority goals by reducing funding for lower priority, duplicative,
or non-performing programs. USDA’s proposed FY 2011 budget is a reflection of that
policy, essentially freezing funding for on-going discretionary prbgrams at the FY 2010
level. When limits placed on select programs and efforts to eliminate earmarks and
one-time funding are taken into account, USDA's total discretionary budget authority is
reduced by over $1 billion. The decrease is primarily due to reductions in one-time
funding such as earmarks, supplementals, rescissions, and targetéd program
reductions. However, USDA's total budget authority request pending before this
committee proposes a total of $129.6 billion in 2011, up from $119.3 billion in 2010,
primarily due to an anticipated increase in nutrition assistance program participation and

mandatory expenditures for crop insurance. The discretionary appropriation request for
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this committee is $21.5 billion, which is comparable to the $21.7 billion enacted for

2010.

The 2011 budget request supports the Administration’s vision for a sfrong rural
America through the achievement of four strategic goals. Achievement of these goals
will ensure that all of America’s children have access to safe, nutritious, and balanced
meals; create new economic opportunities for increasing prosperity; strengthen
agricultural production and profitability through the promotion of exports with a specific
emphasis on biotechnology while responding to the challenge of global food security;
and ensure the Nation’s national forests and private working lands are conserved,
restored, and made more resilient to climate change, while enhancing our water

resources.

With the help of this Committee and the funding provided by the Recovery Act,
USDA has been able to achieve significant accomplishments over the past year. Some

of these accomplishments include:

¢ SNAP has improved the diets of more than 38 million low-income people now

served by the program;

+ The financial distress of over 2,600 producers in 47 States has been relieved

through direct farm operating loans. Nearly 20 percent of beginning farmers and
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-socially disadvantaged producers obtain at least part of their credit needs from

USDA,

Critical rural infrastructure improvements have been made that will provide nearly
1 million Americans with improved access to safe drinking water, improve
facilities for 655 communities, including many that provide health care service
and educational opportunities, and create 84,000 housing opportunities for
families.. USDA has made investments to improve watershed and flood control
on 37,000 acres in 36 Sta_tes. These actions have created thousands of jobs,

while investing in projects that will provide benefits for years; and,

USDA has made available $2.5 billion to expand and enhance the Nation's
access to broadband services. USDA has taken a particular interest in
addressing the needs of unserved and underserved rural areas. Broadband
projects will support anchor institutions — such as libraries, public buildings and
community centers —that are necessary for the viability of rural communities.
USDA announced initial awards of $54 million in December 2009. A second
USDA announcement of $310 million was made on January 25, 2010. A third

. USYDA announcement of $277 million was recently made on February 17, 2010.
The second solicitation of applications was published in the Federal Register on
January 22, 2010; applications are being accepted through March 15, 2010.

“This funding will open the door to new businesses that serve global as well as
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- local customers as well as improve the educational and medical opportunities for

rural residents.

Ensuring that All of America's Children Have Access to Safe,

Nutritious, and Balanced Meals

A major priority for the Department is ensuring a plentiful supply of safe and
nutritious food, which is essential to the well-being of every family and the healthy
development of every child in America. .A recent. report by the Department showed that
in over 500,000 families with children in 2008, one or more children simply do not get
enough to eat. There is a growing body of evidence demonstrating that children who
eat poorly or who engage in too little physical activity do not berform as well as they
could academically, and that improvements in nutrition and physical activity can result in
improvements in academic performance. Too many children also have poor diets and
gaiﬁ excessive weight. Recent data shows that the prevalence of obesity has increased
over 10 percent, to a level of 17 percent for children between 6 and 19 years of age.
There is also a paradox that hungry children are disproportionately prone to obesity.

Having poor access to healthy food contributes significantly to both of these problems.

Nutrition Assistance:

The budget fully funds the expected requirements for the Department's three

major nutrition assistance programs — the National School Lunch Program, WIC, and
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SNAP - and proposes $10 billion over 10 years to strengthen the Child Nutrition and

WIC programs through reauthorization.

School lunch participation is estimated to reach a record-level again in 2011,
32.6 million children each day, up from about 32.1 million a day in 2010. This is

consistent with the increase in the school age population.

The reauthorization of the Child Nutrition Programs presents us with an important
opportunity to combat child hunger and improve the health and nutrition of children
across the nation. The 2011budget proposes a historic investment of $10 billion in
additional funding over ten years to improve our Child Nutrition Programs and WIC. ltis
designed to significantly reduce the barriers that keep children from participating in
échool nutrition programs, improve the quality of school meals and the health of the
school environment, and enhance program performance. Funding will be used to
improve the quality of the National School Lunch and Breakfast Programs, increase the
number of kids participating, and ensure schools have the resources they need to make
program changes. With this investment, additional fruits, vegetables, whole grains, and
low-fat dairy products will be served in all school cafeterias and an additional one million
students will be served through school lunch programs in the next five years. Improving
these programs directly supports the First Lady’s “Let’s Move” campaign aimed at
achieving the ambitious national goal of solving the challenge of childhood obesity

within a generation so that children born today will reach adulthood at a healthy weight.
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To ensure USDA makes progress to decrease the prevalence of obesity among
children and adolescents, and to improve the quality of diets, the budget includes an
increase of $9 million. The increase will allow USDA to strengthen systematic review of
basic, applied, and consumer research that provides the information necessary to
answer questions about diet, health, education, and nutrition-related behaviors. This
will ensure that that USDA and other Federal agencies can deséribe the best nutritional
behaviors and develop the best ways of communicating this information to help
Americans improve their diets. The increased funding will also be used to create more
effective nutrition education interventions for schools and communities, and broaden
and maintain tools and systems that Americans can use to adopt more healthful eating
and active lifestyles, in particular'reducing overweight and obesity. The 2011 budget
includes an increase of $50 million for research through AFRI that will focus on
identifying behavioral factors that influence obesity and conducting nutrition research
that leads to the development of effective programs to prevent obesity. AFRI funding
will also focus research on addressing the micronutrient content of new food crops and
improving the nutritional value of staple crops, fruits and vegetables through plant

breeding leading to greater access to healthy foods.

The budget includes $7.6 billion for WIC, which will support the estimated
average monthly participation of 10.1 million in 2011, an increase from an estimated
9.5 million participants in 2010. The request is $351 million above the 2010
appropriation and supports a robust contingency fund. Highlights include expanding the

breastfeeding peer counseling program, doubling fhe size of the breastfeeding
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recognition program, supporting Management Information Service improvements and
program research and evaluation, and providing a $2 increase in the value of the fruit
and vegetable voucher for children. WIC administrative activities are also funded, which
will facilitate continued implementation of the revised WIC food packages, required to
be implemented at the beginning of FY 2010. The changes in the food packages bring
recipient diets into better conformance with the Dietary Guidelines for Americans and
feeding recommendations for small children. Fruits, vegetables and whole grains were
added to the WIC packages, mostly for the first time. Fruit and vegetable consumption
is expected to increase significantly via the new cash value vouchers recipients will
receive, improving nutritional intake, improving long-term eating habits, .and improving
the economics for our fruit and vegetable producers. Recipients will use their new

vouchers fo purchase fresh, frozen or canned fruits and vegetables year round.

Participation in SNAP is estimated to be about 40.5 million participants per'month
in 2010, and is projected to increase to 43.3 million in 2011. The budget estimates a
total of $80.2 billion is needed in 2011 to fund all expected costs and includes a $5
billion contingency fund recognizing the uncertainty USDA faces in estimating actual
participation. The Recovery Act increased SNAP benefits $80 a month for a family of
four and will continue until the statutory cost of living adjustments (COLA) eclipse the

Recovery Act benefit levels. -

For 2011, we need to continue to support America’s families as they recover from

the current economic crisis many of them find themselves in. Fortunately, SNAP is
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working as it should with participation increasing as the people in need increase.
However, changes need to be made to ensure that participants are treated fairly and
equitably and that the resources being delivered foster economic mobility. For these
reasons, we are proposing to improve the accessibility to SNAP. The main legislative
proposal for SNAP would establish a common, national asset allowance for means test
of $10,000 for programs government-wide. Programs with asset limits currently treat
assets inconsistently and Without regard of the need to allow and encourage families fo
save toward self-sufficiency. SNAP asset limits have been held for decades at $2,000
for most households and $3,000 for households with elderly. In addition, a second
proposal would exclude lump sum tax credits to prevent disruption in eligibility and
benefits in the wake of new and refundable tax credits, and the administrative churning
this creates. A third proposal would extend the Recovery Act provision that waives time
fimits for Able-Bodied Adults Without Dependents (ABAWDs) for an additional fiscal
year. Intotal, these changes to SNAP would add $462 million to recipient benefits and

SNAP program costs in 2011 with a 5-year total of $4.5 billion.

The budget also includes increased funding for staffing needed to strengthen
USDA’s ability to simplify and improve the nutrition assistance programs, enhance
capacity to improve nutritional butcomes, and encourage healthy and nutritious diets
and expand an obesity prevention campaign through efforts supported by the Food and

Nutrition Service.
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Food Safety:

Protecting public health is one of the most important missions of USDA.
Foodborne iliness is recognized as a significant public heaith problem in the United
States. These ilinesses can lead {0 short and long-term health consequences, and
sometimes death. | am firmly committed to taking the steps necessary to reduce the
incidence of food-borne illness and protect the American people from preventable
ilinesses. Over the past year, we have striven to make improvements to reduce the
presence of deadly pathogens and we continue to make improvements. At USDA,
about 8,500 inspectors work in approximately 6,300 slaughtering and processing
establishments, import houses, and other Federally-regulated féciliﬁes to ensure that
the nation's commercial supply of meat, poultry, and egg products is safe, who|esome,
and correctly labeled and packaged. A major focus is Aimpfementing the
recommendations of the President’s Food Safety Working Group (FSWG) in

accordance with three core food safety principles:

> Preventing harm to consumers;

» Conducting analyses needed for effective food safety inspections and

enforcement; and,

> ldentifying and stopping outbreaks of foodborne iliness.

The budget includes $1 billion for the Food Safety and Inspection Service to fully

fund inspection activities and implement recommendations of the FSWG and other

10
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initiatives aimed at improving USDA’s public health infrastructure. This includes an
increase of $27 mitfion to further implement recommendations of the FSWG and
strengthen our public health information infrastructure. Increased funding will be used
to enhance FSIS' ability to collect, analyze and present food safety data necessary for
improving inspection practices. Additionally, FSIS will hire more epidemiologists to
improve investigations of foodborne illness and outbreaks in coordination with State
officials to develop “trace back” tools and improve record-keeping. These-
improvements will decrease the time necessary to identify and respond to foodborne
illness outbreaks, which will better protect consumers by improving our capability of

identifying and addressing food safety hazards and preventing foodborne illness.

USDA research continually works to meet the evolving threats o the Nation’s
food supply and focuses on the reduction of the hazards of both introduced and
naturally occurring toxins in foods and feed. As part of an integrated food safety
research initiative, the budget proposés an increase of $25 million, including $20 million
for AFRI and $5 million for the Agricultpral Research Service. This initiative will
strengthen surveillance and epidemiology programs, develop improved methods for
controlling food pathogens in the preharvest stage, develop innovative intervention
strategies to eliminate pathogens and contaminants, ana improve technologies for

ensuring postharvest safety and quality.

"
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Minimizing the Impact of Major Animal and Plant Diseases and Pests:

The budget includes $875 million in appropriated funds for the Animal and Plant
Health Inspection Service (APHIS) to protect agricultural health by minimizing major
diseases and pests. APHIS activities that contribute to this goal include pest and
disease exclusion, plant and animal health monitoring, response to outbreaks of foreign
plant and animal threats, and management of endemic pests and diseases. Of note,
the 2011 budget includes $11 million to continue efforts initiated with emergency
funding to address the light brown apple moth (LBAM). This is an increase of $10
million compared to 2010. The LBAM is an invasive pest that attacks a wide variety of
plants of agricultural or horticultural significance. APHIS estimates the pest could cause

annual production losses up to $1 billion if allowed to spread.

Assisting Rural Communities to Create Prosperity

The economic downturn has impacted many sectors and areas of the Nation,
including rural America. At this time, there remains high poverty in sparsely populated
rural areas, which is reflected in higher mortality rates for children, higher
unemployment, and declining popuilations. Since the beginning of the economic
slowdown, rural residents have experienced a greater decline in real income compared
to other parts of the Nation. Some factors contributing to this include lower rural
educational attainment, less cémpetiﬁon for workers among rural employers, and fewer

highly skilled jobs in the rural occupational mix. It is not surprising that over 51 percent

12
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-of rural counties lost population and that a majority of farm families rely on a significant
amount of off-farm income to. meet their needs. However, an energetic and creative
citizenry is looking for new ways to spur rural economic activity to éreate prosperity and

strengthen the economic foundations of their communities.

After a year as the United States Secretary of Agriculture, | have reached the
conclusion that we must overhaul our approach to economic development in rural
America. During the past year, at the instruction of President Obama, | worked on the
elements of a new rural econoniy built on a combination of the successful strategies of
today and the compelling opportunities of tomorrow. The framework of the new effort
recognizes that the rural economy of tomorrow will be a regional economy. No one
community will prosper in isolation. Further, USDA must help create economic
opportunities in America’s rural communities by expanding broadband access,
promoting renewable energy, increasing agricultural exports, taking advantage of
ecosystem markets, capitalizing on outdoor recreation, pursuing research and
development, and linking local farm production to local consumption. The common goal
is to help create thriving rural communities where people want to live and raise families

and where the children have economic opportunities and a bright future.

The 2011 budget will assist rural communities to create prosperity so they are
self-sustaining, economically thriving, and growing in population. With the assistance of
the Committee, we have already taken important steps in this effort. With funding from

the Recovery Act, we supported farmers and ranchers and helped rural businesses

13
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create jobs. Investments.were made in broadband, renewable energy, hospitals, water
and waste water systems, and other critical infrastructure that will serve as a lasting

foundation to ensure the long-term economic health of families in Rural America.

This budget includes aimost $286 billion to build on this progress and focuses on
new opportunities presented by producing renewable energy, developing local and

regional food systems, capitalizing on environmental markets and making better use of

Federal programs through regional planning.

Facilitating the Development of Renewable Enerqy:

On February 4, 2010, the President laid out his strategy to advance the -
development and commercialization of a biofuels industry to meet or exceed the
Nation’s biofuels targets. Advancing biomass and biofuel production that holds the
potential to create green jobs, which is one of the many ways the Obama Administration
is working to rebuild and revitalize rural America. In support of this effort, USDA’s
budget includes funding for a variety of renewable energy programs across the
Department. These programs help ensuré that farmers and ranchers are able to
capitalize on emérgihg markets for clean renewable fuels and help America achieve

energy independence and reduce greenhouse gas emissions.

The 2008 Farm Bill provided significant mandatory funding to support the

commercialization of renewable energy. The 2011 budget builds on this investment by

14
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- providing an increase of $17 million in budget authority to support $50 million in loan
guarantees for the Biorefinery Assistance Program. The budget also maintains the
budget authority for the Rural Energy for America Program (REAP) at $39.3 million. The
budget allocates most of the funding to grants rather than loans, because grant

applicants will be able to more efficiently leverage greater amounts of private sector

investment.

The Department will also focus additional research investments on the
production of energy crops and the development of renewable energy processing. The
2011 budget includes an increase of $33 million for a comprehensivef research program
in alternative and renewable energy within the Agriculture and Food Research Initiative
(AFRI) competitive grant program. This will advance the development of dedicated,
bioenergy feedstocks, and feedstock production. The budget also proposes an
increase of $10 million for in-house research for the establishment of regional biofuels
centers dedicated to the development of energy feedstocks and bicenergy feedstock

production systems for different regions across the Nation.

Developing Local and Regional Food Systems:

With the growing interest among consumers in eating healthy foods and knowing

where their food comes from, prometing local and regional food systems can offer win-

win solutions for all involved.

15
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USDA’s-“Know Your Farmer, Know Your Food” Initiative will work to reduce the
barriers to local and regional food production, such as the lack of local meat processing
and packing capacity, and promote opportunities to increase local and regional food
production and purchasing, such as supporting school purchases of local and regional

foods.

There exists great potential to create new economic opportunities for rural
Arﬁerica by strengthening local and regional food systems. Currently, many
communities across America have limited access to healthy foods, which can contribute
to a poor diet and can lead to higher levels of obesity and other diet-related diseases,
such as diabetes and heart disease. Most often, these communities are also

economically distressed and less attractive to grocery stores and other retailers of

healthy food.

To address this problem, the Departments of Agriculture, Health and Human
Sénﬁces, and Treasury will implement the Healthy Foods Financing Initiative to provide
incentives for food entrepreneurs to bring grocery stores and other healthy food retailers
to underserved communities. Under this initiative, over $400 million will be made -
available in financial and technical assistance to community development financial
institutions, other nonprofits, public agencies, and businesses with sound strategies for
addressing the heélthy food needs of communities. For USDA, the budget includes
about $50 million in budget authority for loans, grants, and technical assistance to

support local and regional efforts to increase access to healthy food, particularly for the

16
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development of grocery stores and other healthy food retailers in urban and rurai food

deserts and other underserved areas.

Capitalizing on Environmental Markets:

As America’s farms and forests hold a trémendous potential for sequestering
carbon, improving water quality, and preserving biodiversity the budget requests the
resources necessary to conduct government-wide coordination activities that will serve

as the foundation for the establishment of markets for these ecosystem services.

Through the Office of Ecosystem Services and Markets and the Office of the
Chief Economist, the Department will establish technical guidelines that outline science-
based methods to measure the environmental services benefits from conservation and

Jand management, pursuant to the 2008 Farm Bill.

- USDA conducts research that contributes to the development of climate change
mitigation and adaptation tools and technologies, and USDA outreach and extension
networks make them available to farmers, ranchérs, and land managers. The 2011
budget includes an increase of $50 million within AFRI for global climate change
research to develop mitigation capabilities and adaptive capacities for agricultural
production. The budget also proposes an additional $5.4 million for ARS to conduct

research that will increase the resilience of crops so they can thrive in variable and

17
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- extreme environments, as well as focus on mitigating the effects of climate change by

ensuring the availability of water through improved management.

Regional Innovation Initiative:

In addition to these priorities, the 2011 budget maintains support for USDA’s key
rural development programs, including $12 billion for single family housing loan
guarantees and nearly $1 billion in guarantees for business and industry loans. These
programs not only provide needed assistance to rural families and the capital needed to
create jobs, they also create the foundation needed to improve rural markets and

communities which is essential for long-term economic growth.

In order to utilize the Federal government's assets more effectively, USDA’s
Rural Innovation Initiative will promote economic opportunity and job creation in rural
communities through increased regional planning among Federal, State, local and
private entities. By creating a regional focus and increasing collaboration with other
Federal agencies, USDA resources will have a larger impact, enabling greater wealth

creation, quality of life improvements, and sustainability.

To support this initiative, USDA requests authority to set aside up to 5 percent of
the funding within approximately 20 exisfing programs, approximately $280 million in
loans and grants, and allocate these funds competitively among regional pilot projects

tailored to local needs and opportunities. This will encourage regional planning and

18
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coordination of projects that are of common interest throughout self-defined regions.
This approach will also support projects that are more viable over a broader region than
scattered projeéts that serve only a limited area. It will also help build the identity of
regions, which could make the region more attractive for new business development,

and provide greater incentives for residents to remain within their home area.

Broadband:

Although funding for broadband under the Recovery Act will end in 2010, USDA
will continue to make broadband loans and grants under the authorities provided by the
2002 Farm Bill, as amended by the 2008 Farm Bill. The 2011 budget provides

$418 million in loans and grants for this purpose.

Promote Agricultural Production and Biotechnology Exports as

America Works to Increase Food Security

We will also give priority to pron;noting the production of food, feed, fiber, and fuel,
as well as increased exports of food and agricultural products, as we work to strengthen
the agricultural economy for farmers and ranchers. America's farmers ahd ranchers are
the most productive and efficient in the world and the U.S. agricultural sector producés
$300 billion worth of farm products providing a major foundation for prosperity in rural

areas as well as a critical element of the Nation’s economy.

19
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The Department provides a strong set of financial safety net programs to ensure
the continued economic viability and productivity of production agriculture, including
farm income and commodity support programs, crop inéurance and dvisast‘er assistance,
as well as other programs. The farm safety net is critically important and provides the
foundation for economic prosperity in rural America. For 2011, USDA estimates that
roughly $17 billion in total direct support will be provided to farm producers and

landowners through a variety of programs.

Recognizing the need to reduce the deficit, the budget proposes to better target
direct payments to those who need and can benefit from them most as well as cap total
payments paid to larger operations. For 201 1, legislation will be proposed to build on
reforms made by the 2008 Farm Bill by red'ucing the cap on direct payments by
25 percent and reducing the Adjuéted Gross Income (AGI) payment eligibility limits for
farm and non-farm income by $250,000 over three years. The savings from tﬁese
proposals will impact approximately 30,000 program participants, which is about
2 percent of the 1.3 million total program participants, and will over time comprise less -
than 2 percent of the total direct support the Department expects to provide annually to

farm producers and landowners.

The Federal crop insurance program is an important part of the farm safety net.
it allows producers to proactively manage their risks associated with losses from

weather, pests and diseases, and financial risks associated with price fluctuations. The

20
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stability provided by crop insurance has become an important factor used by

commercial banks to determine thé credit worthiness of their agricultural borrowers,

The budget aiso reflects savings expected to be achieved through reforms in the
Federal crop insurance program the changes we are proposing will help protect farmers
from higher costs, rein in costs for taxpayers, improve access to crop insurance and
provide greater protection from crop losses. Negotiations are currently underway with
the crop insurance industry to restructure the contract that governs their delivery of the
crop insurance program. The proposed new Standard Reinsurance Agreement (SRA)
includes six primary objectives, which will (1) maintain producer access to critical risk
management tools; (2) realign administrative and operating subsidies paid to insurance
companies closer to actual delivery costs; (3) provide a reasonable rate of return to the
insurance companies; (4) equalize reinsurance performance across States to more
effectively reach under-served producers, commodities, and areas; (5) enhance
program integrity; and (6) simplify provisions to make the SRA more understandable

and transparent.

These objectives align with RMA's primary mission fo help producers manage the
significant risks associated with agriculture. By achieving these six objectives, the new
SRA will ensure financial stability for the program and the producers it serves, while
increasing the availability and éffectiveness of the program for more producers and
making the program more transparent. The new agreement will also provide insurance

companies with greater flexibility for their operations and financial incentives to increase

21
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service to underserved producers and areas, while ensuring that taxpayers are well-

served by the program.

National Export Initiative:

Agricultural trade contributes directly to the prosperity of local and regional
economies across rural Aﬁeﬁca through 'higher commodity prices and increased sales.
USDA estimates that every $1 billion worth of agricultural exports supports 9,000 jobs
and generates an additional $1.4 billion in economic activity. At the same time,
however, foreign trade barriers limit exports, thereby reducing farm income and

preventing job growth in the agricuitural sector.

USDA has an important role in expanding export opportunities for our food and
agricultural products. As part of the Administration’s National Export Initiative, the
budget proposes increased discretionary funding of $54 million to enhance USDA's
export promotion activities. The initiative includes increases of $34.5 million to
supplement funding for the Foreign Market Development Program — commonly known
as the Cooperator Program ~ and $9 million for the Technical Assistance for Specialty
Crops Program. This funding will be in addition to that provided to the programs by the

Commodity Credit Corporation and will double the level of funding available to the

programs in 2011.
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Increased funding of $10 million is also requested for the Foreign Agricultural
Service, which will be used to expand export assistance activities, in-country
promotions, and trade enforcement activities to remove non-tariff trade barriers, such as
unwarranted sanitary and phytosanitary standards and technical barriers to trade

imposed on U.8. commodities by other countries.

Research to Improve Agricultural Productivity:

For 2011, the budget provides almost $800 million for research aimed at
improving agricultural productivity and protecting agriculture from pests and disease that
limit the productive capacity of agriculture. The proposed research will improve genetic
resources and cuitivars that will lead to improved germplasm and varieties with higher
yields, improved disease and pest resistance, and resilience to weather extremes such
as high temperature and drought. The budget also funds several initiatives to support
research on breeding and germplasm improvement in livestock which will enhance food
security and lead to the development of preventive measures to combat diseases and
thereby increase production. The budget also includes a 56 percent increase for the
Sustainable Agriculture Research and Education (SARE) programs aimed at helping
farmers and ranchers adopt practices that are profitable and beneficial to communities.
As part of this increase, the 2011 budget proposes funding for the Federal-State
Matching Grant SARE Program to assist in the establishment and enhancement of

State sustainable agriculture research, education and extension programs. The

23
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- matching requirement will leverage State or private funds and build the capabilities of

American agriculture in becoming more productive and sustainable.

As the world population grows and the demand for food with it, we must look to
new technologies for increasing production, including biotechnology. Biotechnology can
expand the options available to agricultural producers seeking solutions to a variety of
challenges, including climate change. However, prudent steps must be taken to ensure
that biotech products are safely introduced and controlled in commerce. For 2011, the
budget requests $19 million, an increase of 46 percent, o strengthen USDA's science-
based regulatory system for ensuring the safe introduction and control of biotechnology
products. This includes preventing regulated genetically engineered products-from
being co-mingled With non-regulated products and to ensure the safe introduction of
biotechnology products. USDA will also continue to provide technical input for the
development of science-based regulatory policies in developing countries. By
promoting consistency between the domestic regulatory system and the import policies
of our trading partners, the Iikelihood of the U.S. being the supplier of choice improves

as markets for these products grow.

Increasing Giobal Food Security:

Recent estimates from the United Nations Food and Agriculture Organization

suggest that more than one billion people around the world are chronically hungry,

many of them children.
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A productive agricultural sector is critical to increasing global food security.
USDA plays a major role in helping American farmers and ranchers improve the
efficiehcy of agricultural production, including the safe use of biotechnology and other
emergent technologies. New technologies and production practices can enhance food
security around the world by increasing the availability of food as well as providing

developing nations tools for increasing their self reliance and giving them greater control

over their production decisions.

For 2011, the budget includes approximately $2.1 billion in emergency and non-
emergency foreign food assistance programs carried out by USDA and USAID, and
capacity buiiding programs. Through the McGovern-Dole Intemational Food for
Education and Child Nutrition Program, which is administered by the Foreign
Agricultural Service, USDA will assist an estimated 5 million women and children in

some of the world's poorest countries.

In support of agricultural reconstruction and stabilization activities in Afghanistan,
USDA is increasing the number of agricultural experts serving in Afghanistan from 14 to
64 in 2010. The work of these courageous individuals is essential for stabilizing
strategic areas of the country; building government capacity, ensuring the successful
management of assistance programs, and addressing the issue of food insecurity. lt is
estimated that as much as 80 percent of the Afghan population relies on agriculfure for
wages and sustenance. Consistent with these efforts, the Department has established

a priority for increasing the number of Afghan provinces in which women and children
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are food secure from-10 to 14 by the end of 2011, ensuring food security for 41 percent

of the country’s provinces by the end of 2011.

An important means to assist developing countries to enhance their agricultural
capacity is by providing training and collaborated research opportunities in the United
States, where participants can improve their knowledge and skills. The 2011 budget
provides increased funding for the Cochran and Borlaug Fellowship Programs, which
.bring foreign agricultural researchers, policy officials, and other specialists to the United
States for training in a wide variety of fields. Under our proposals, as many as 600
individuals will be able to participate in these programs and bring this knowledge home

with them to benefit their respective countries.

In addition, the Department is working with other Federal pariners to reduce
global food insecurity and increase agriculture-led economic growth in developing
countries. These combined efforts will not only ensure that the world’s children have
enough fo eat, but will improve national security as well. By promoting strong
agricultural systems in the developing world, we will eliminate some of the primary

causes that fuel political instability and diminish the economic vitality of developing

nations.
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Ensuring private working lands are conserved, restored, and made more

resilient to climate change, while enhancing our water resources

USDA plays a pivotal role in working with farmers and ranchers to protect and
restore private working lands, while making them more resilient to threats and
enhancing our natural resources. USDA partners with private landowners to help

pi’otect the Nation's 1.3 billion acres of farm, ranch, and private forestlands.

The budget includes record levels of support for conservation programs, bringing
total funding toéjbout $6 billion, which includes $5 billion in mandatory funding for the
conservation programs authorized in the 2008 Farm Bill and nearly $1 billion in
discretionary funding for other conservation activities, primarily technical assistance.
This Ievél of funding supports cumulative enroliment of more than 304.6 million acres in

Farm Bill conservation programs, an increase in enrollment of about 10 percent over

2010.

The budget will accelerate the protection of our natural resources by strategically
targeting funding to high priority program areas. This includes an increase of
$25 million to implement the Strategic Watershed Action Teams initiative that will target
identified watersheds for a period of 3 to 4 years with the intent of reaching 100 percent
of the landowner base in each watershed eligible for Farm Bill conservation program

assistance. The additive effect of planned and applied conservation practices would
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hasten environmental improvement while keeping production agriculture competitive

and profitable.

Research:

Underlying the achievement of all of the Department’s goals is a strong research
program. Research fuels the transformational change that rural America needs.to
excel. To help bring about this change, | have launched the National Institute of Food
and Agriculture (NIFA), which will be a key element in providing the knowledge and
technical advances that will lead to increased productivity, more abundant food

supplies, improved nutrition, safer food, and a cleaner environment.

Agricultural research ultimately leads to increased profitability for farmers,
reduced food costs and greater choice for consumers, and improved management of
the natural resource base. To get more out of our research, the Department must focus
its research and development components on making sure we do our very best job not
just to increase productivity but also to make sure that we protect what it is they are
growing and raising. The National Institute is going to have a more focus, in parton
improving productivity and also being able to figure out how we can do a better job of
protecting crops and animals from pests and disease. The more we produce, the
healthier we produce, the better off we will be. If you conduct more research that will

enable farmers to be more productive and improve the protection of their crops from
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pests and disease, in concert with protecting the market through food safety, we will be

able to expand domestic markets and increase export markets.

As I have highlighfed a few of the most significant research initiatives, | would like
{o point out that the 2011 budget proposes the largest funding level ever for competﬁtive
research‘with $429 million for AFR, an increase of $166 million over 2010. AFRI is the
‘Nation’s premier competitive, peer-reviewed research program for fundamental and
applied sciences in agriculture. ltis broad in scope with programs ranging from’

fundamental science to farm management and community issues.

The budget also maintains formula funding for research and extension at 1862,
1890 and 1994 land-grant institutions, schools of forestry and schools of veterinary
medicine at the 2010 level, thereby maintainiﬁg the research infrastructure needed to
meet our research goals. These important capacity building programs will allow
institutions to sustain the matching requirement that many of these programs‘have,
thereby allowing Federal funds to leverage non-Federal resources. All of these

institutions are also eligible to apply for AFRI funding to enhance their research efforts.

Management Initiatives:

The budget also includes a number of management initiatives that will improve

service delivery, ensure equal access to USDA programs, and transform USDA into a

model organization.
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As part of a government-wide effort to improve service delivery and IT security,
the Department will continue to implement improvements to address vulnerabilities to
aging IT systems used for delivering billions of dollars in farm, conservation, and rural

development program benefits that will result in more reliable, customer-focused service

to producers.

Ensuring that the Department and its progréms are open and transparent is a
priority for USDA. Therefore, USDA is proposing fo expand the Office of Advocacy and
Qutreach, which was ’established by the 2008 Farm Bill, to improve service delivery to
historically underserved groups and will work to improve the productivity and viability of

small, beginning, and socially disadvantaged producers.

In support of my commitment to improve USDA's handling of civil rights matters,
the budget includes funding to ensure that USDA has the staffing and resources
necessary to address its history of civil rights complaints and seek resolution to claims
of discrimination in the Department’s employment practices and program delivery. To
demonstrate this commitment, USDA under my leadership has been aggressively
pursuing resolution to several pending discrimination lawsuits against the Department.
Most notably, USDA and the Department of Justice reached a settiement of outstanding
claims of discrimination by black farmers in the Pigford case. Resolution of this litigation
is evidence of the commitment fo resolving all of the large civil rights cases at USDA,

including those involving Hispanic, Native American, and women farmers.
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As USDA's workforce interacts directly with the public we serve every day, the
Department’s employees are sbme of our most valuable assets. To enhance the
Department’s human resource capabilities, USDA will focus on improving leadership
development, labor relations, human resources accountability, and veterans and other
special employment programs. Investing in our employees will create an environment

that is more responsive to the Department’s broad constituency.

There is no doubt that these tough times call for shared sacrifice. The American
people have tightened their belts and we have done so as well. We made tough
decisions, but this budget reflects our values and common sense solutions fo the
problems we face. It makes critical investments in the American people and in the

agricultural economy to set us on a path to prosperity as we move forward in the 21st

century.

I would be pleased to take your questions at this time.

31



41

NATIONAL SCHOOL LUNCH PROGRAM SUPPLIERS

Ms. DELAURO. Thank you very much, Mr. Secretary. Let me
begin by referencing the USA Today articles that looked at sup-
pliers to the school lunch program. A number of suppliers have re-
peatedly failed to meet program requirements. For example, meat
packers have failed to meet program requirements 26 times since
2006. Even more disturbing is the fact that USDA has documented
many of the violations but taken virtually no action to permanently
bar suppliers from participating in the program. USDA’s approach
in the past has been to identify non-conformances and eventually
permit the suppliers to continue to provide food to our schools. You
are proposing finally to get tough with these bad actors, and I com-
mend you for that. What is your assessment of the USDA’s pre-
vious practices? What specific problems existed that required the
new initiative? What new steps will you take to permanently bar
suppliers with multiple violations from participating in the pro-
gram? How is this different from the process that was previously
in place? What kinds of violations could cause a supplier to be per-
manently barred from the program?

Secretary VILSACK. Madam Chair, we have recognized that five
different USDA agencies are engaged and involved in some form or
fashion in providing safe food for our school children, AMS, the Ag-
ricultural Marketing Service, the Agricultural Research Service,
the Food Safety and Inspection Service, the Farm Service Agency,
and the Food and Nutrition Service. One of the things that we
needed to do initially was to make sure that our testing procedures
were what they needed to be, and so we had asked for not only a
review internally with FSIS of AMS’s testing procedures but also
working with the National Academy of Sciences, we are asking for
an independent review of testing procedures, specifically as they re-
late to the purchase of ground beef.

FOOD VENDOR ELIGIBILITY REQUIREMENTS

In addition, we also believe that there needs to be new standards
and requirements in terms of food safety for the purchasing, par-
ticularly for beef suppliers. And so we have called for FSIS to re-
view AMS’s food safety purchasing requirements and to beef those
up. We have also provided technical assistance through ARS and
FSIS to provide technical assistance. We are not stopping there.
We recognize that we need to do a better job of information sharing
between these various agencies. There needs to be better informa-
tion on in-plant enforcement actions, positive pathogen test results,
contract suspensions, recall notifications, and additional informa-
tion to better serve.

We also recognize that there is a need for tightening vendor eligi-
bility processes, which means that FSIS and AMS must review and
evaluate meat, poultry and processed egg vendors as part of the eli-
gibility process. FNS has to review and evaluate the methods they
currently utilize to approach state agencies and school districts
when they communicate a problem. We realize there may be a lack
of aggressive communication or response by state agencies to po-
tential problems.
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FNS is also going to establish a center of excellence devoted to
research on food safety issues. We have a similar center of excel-
lence on food handling. We need one on food safety.

STRENGTHENING FOOD SAFETY REQUIREMENTS

We are also going to take a look at strengthening current re-
quirements through FSA that is also involved in purchasing com-
modities, utilizing our HACCP program. So there is a wide variety
of efforts here in addition to the steps that we are taking generally
in terms of food safety.

Ms. DELAURO. I have a couple of follow-up questions. I am going
to make an assumption that none of this was in place prior to your
putting it in place. So I will dispense with the request for what the
prior practices were. You mentioned the new initiatives which then
are, and I am going to again presume that there was none in exist-
ence prior to your initiating these. But I have a couple questions
that have to do with what would it take for a supplier to be perma-
nently barred from this program? And I want to know the time-
frame for fully implementing the changes. What will our evaluation
process be? And with what you are talking about, specific perform-
ance standards and the timeframe for being able to meet them. I
want to start with the suppliers. Beef Packers failed to meet the
program requirements 26 times. This is not exactly three strikes
and you are out.

VIOLATIONS OF FOOD SAFETY REQUIREMENTS

Secretary VILSACK. I think it is important to distinguish between
technical violations and very serious violations that compromise
food safety. And clearly if there are repeat violations of a signifi-
cant food safety standards and issues, there ought to be action ag-
gressively taken in order to ensure that that supplier either im-
proves their service or is not allowed to continue their service.

There are times when what is noted is something is checked in
the wrong box or things of that nature, and that becomes in a
sense a technical violation. So I would distinguish between those
two, and I am sure you would as well.

In terms of timeframes, we want to make sure

Ms. DELAURO. So let me just say, we are not going to see what
happened with Beef Packers again and we are not going to see
what has happened with salami being on the market for over a
year? We keep expanding the recall on that, but we have known
it is out there. We are not going to see that again?

Secretary VILSACK. Well, I would certainly hope that we would
do a better job than we have done, Madam Chair.

Ms. DELAURO. And that we would end their contract if they con-
tinue to repeat?

Secretary VILSACK. I am not satisfied that if we continue to see
repeated violations that compromise the safety of our children, I
think it is fairly important to take steps to basically say, not just
to that company but to the industry, this is not going to be toler-
ated. We understand and appreciate this is a serious issue, and we
are going to treat it very seriously. That is why we have the Food
Safety Working Group, that is why we have taken very quick ac-
tion when this all came to light.
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Ms. DELAURO. Timeframes? Just one question. I know my time
is up. Timeframe for implementation?

Secretary VILSACK. Well, I would simply say that I think it is im-
portant for us to evaluate this properly, and we expect and antici-
pate responses some time this spring and this summer from the
National Academy of Sciences Review. That obviously will help us
in some way, shape or form determine what steps need to be taken.
My hope would be that we are actively engaged in improvements
in this calendar year.

Ms. DELAURO. Will we have the benefit of that NAS report?

Secretary VILSACK. I am sure. All you have to do is ask, and if
you just ask, you will get it.

Ms. DELAURO. Thank you. Sorry.

THE BUDGET DEFICIT

Mr. KINGSTON. Thank you. Mr. Secretary, I wanted to just make
a few comments. When we were in the majority, it was very dif-
ficult to pass a budget. I remember one year I think we passed it
214 to 212, and so any move to decrease spending or to increase
spending could have just upset the whole balance, and yet, despite
that tough balancing act, one reason we lost the majority, we Re-
publicans, was because of overspending. But this year alone, $1.4
trillion deficit is going to be higher than all the cumulative deficits
we had under the 8 years of George Bush. I believe outside this
room that decision is going to be made. I think the Budget Com-
mittee is going to have a very tough time passing the budget, and
if it is not a serious reduction in spending, I think the American
people will probably make a correction on it themselves. But I re-
main concerned with a 26 percent budget increase since 2007, and
the fact that we are freezing it but not until 2011, I do not think
the American people are going to be satisfied with that. I do feel
like that is going to be decided outside this Committee, but I want-
ed to mention that again.

THE FIRST LADY’S LET’S MOVE INITIATIVE

I also wanted to ask you a couple of miscellaneous questions, and
I will just go quickly. The First Lady’s obesity commission, is she
having an outside group on that? Is she naming people to a com-
mission or a panel? Is there a mechanism like that. I missed the
press announcement because of the snow and appreciated the
chance to go.

Secretary VILSACK. There is a concerted effort to make sure that
this is a partnership with the private sector and the non-profit sec-
tor and the education community and the academic community, the
food industry. It is a wide range effort. It includes the task force
for which there will be members. It also includes a private founda-
tion that the First Lady has set up. Contributions have been sub-
mitted by a number of folks who are very interested in this par-
ticular area. As you know, this is an issue that has now reached
epidemic proportions. One-third of our children are either at risk
of being obese or in fact obese. There are serious consequences in
terms of educational quality. We have a number of retired generals
and admirals who are very concerned about the capacity of the
United States to be able to meet its military concerns since 75 per-
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cent of the adults ages 19 to 24 are not physically fit to be in the
military. So there is a wide range of concern about this issue.

Mr. KINGSTON. Well, I think you will find a lot of bipartisan in-
terest and support from this Committee. So if we have the oppor-
tunity to suggest anybody to the panel or to participate in it, we
would certainly like to do that.

Secretary VILSACK. You obviously have the capacity to do that
with your own office, sir, but if you want to submit names to us,
we would be happy to make sure that the First Lady’s staff is
aware of your interest.

CHINESE FOOD SAFETY PROCESSES

Mr. KINGSTON. Okay. And we are very glad that she is doing
this. Also, you and I and a number of others and the Chair, we all
had a lot of discussions about Chinese chicken, but I understand
now there is some information glitches in terms of getting the un-
derwriting that you need for safety inspection. Do you feel like that
is going to break loose? Is this sort of just normal dealing with Chi-
nese government sometimes or is this a serious setback?

Secretary VILSACK. Immediately after Congress took action, we
began the process of educating the Chinese on precisely what the
law requires from us, and what the law requires from us is no
more, no less than what it ought to require which is to ensure that
there is, in fact, sufficient procedures and processes in place in
China to assure safety. That process had begun in 2004, 2005 time-
frame, 2007 timeframe, and the Chinese were concerned that what
we were essentially doing was starting all the way back from
square one. What we have tried to convince them is that this law
is not going back to square one, it is simply confirming what the
state of their law is, then making sure that an on-ground review
of their regulations and actions are consistent with that law, and
that ultimately we get to take a look at specific plants that need
to be certified.

There is a request pending from us to the Chinese for specific in-
formation that would allow us to take the first couple of steps in
that process. There we are trying to assure them that this is not
going back to square one, but this is a continuation of the process
that began and we are just simply wanting to confirm information
and have any additional changes or modifications that may have
occurred.

Mr. KINGSTON. Well, good. Certainly, I think this Committee
wants you to put safety first, and we would also want to support
your efforts to move forward on this.

ARRA BROADBAND PROGRAM

You know, broadband program, the stimulus part of it, not the
$417 million loan program but the money that was dropped on it,
I continue to be a critic of that inasmuch as it is deficit spending
and often is putting broadband in places there is not a problem be-
cause the private sector was doing it. Recently the President was
in Georgia, for example, announcing some eligibility for the
broadband stimulus money, and it was in some of the highest real
estate areas of the state. I just continue to be a skeptic on that pro-
gram because, again, all the money is deficit spending.
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Secretary VILSACK. Congressman, if I could respond in the re-
maining time I have, this is a very important step that you have
taken and the Congress has taken and the Administration has
taken in creating a new framework for the rural economy.

The reality is that we will never be able to attract and expand
small business opportunities in rural communities unless they have
access to 21st century technology. I can assure you that we are
very sensitive at USDA. Now, obviously, there are two departments
involved

Mr. KINGSTON. And if I could interrupt you, let the record show,
I called my seat-mate’s house one night and said last year, if this
is going to happen, it should all be done through the USDA and
we should not create a new department. So I am a 100 percent be-
liever that you guys do it more efficiently.

Secretary VILSACK. I do not want to get into the middle of that,
but I do want to distinguish. But as it relates to our responsibility,
the USDA portion, we are very sensitive to the need to place it in
rural areas, into rural remote areas, into areas that do not cur-
rently have that service or in areas where with an investment, the
service can be substantially improved. And the reason for this is
that this is an important pillar to really creating a much different
framework for a rural economy. What we have been doing in the
past, with all due respect to everything that has been done in the
past, you cannot say it has been working when you have got higher
poverty rates, higher unemployment rates, per capita income that
is substantially lower than urban and suburban areas, a graying
of the population and young people basically leaving counties so
that over 50 percent of our rural counties are losing population. We
have got to try something different in my view. And broadband is
an important, critical component to trying something different.

I realize it is a deficit issue, but I also believe that if it is in-
vested properly, it can help turn the trends in rural America
around which will ultimately lead to higher revenues to maybe off-
set the deficit.

Mr. KINGSTON. Thank you.

Ms. DELAURO. Just a comment there. We both support the effort
for broadband to be done through USDA. I would also add that I
think the grant component of that program, which was part of
what the recovery program was about, was a very good addition in
terms of trying to move into underserved areas. Mr. Farr.

CHILD NUTRITION PROGRAMS DELIVERY

Mr. FARR. Thank you, Madam Chairman. Thank you very much,
Mr. Secretary, for being here today and for your leadership in the
Department of Agriculture. I am the only westerner on this Com-
mittee representing an awful lot of western agriculture and cer-
tainly the only Californian in the number one ag state. So I could
sit here all day and discuss everything with you, but one of my key
interests is in the Child Nutrition Program, and I really appreciate
your leadership in it.

Just an editorial comment. I have been dealing with this pro-
gram for a long time, and the problem is the jurisdiction for writing
the legislation is not with this Committee, it is with the Education
Committee. You are the agency that administers it, and there is
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usually not much contact between the Education Committee in
Congress and the U.S. Department of Agriculture. And I have seen
those programs develop over the years, and we have gotten so
many different programs in the child nutrition arena and in the
WIC program that I really think the Department ought to look at
coming back to Congress and suggesting that we really divide it
into two programs, one a community-feeding program which would
be WIC and all the other food programs that we have in the com-
munity, and the other is the school feeding programs, all the dif-
ferent programs that are in schools, because one of the difficulties
is the amount of bureaucracy that has been developed as each of
these programs has evolved over the years. And I really do think
we can find some savings in administrative costs by just being
smarter about how we deliver all these programs at two levels, at
the community level and school program.

FRESH FRUITS AND VEGETABLES IN SCHOOLS

Having said that, as you know, I have introduced a Children’s
Fruit and Vegetable Act, H.R. 4333. We have bipartisan cospon-
sors, and I am glad to hear that Mr. Kingston is really excited
about it because maybe he will cosponsor the bill now. One of the
policy provisions in that bill would be to promote salad bars in
schools as evidence-based strategy to increase children’s fruit and
vegetable consumption. It is right in line with the areas that you
are moving in, and I would like to ask you to make the commit-
ment to get those fruits and vegetables in every school in America.
As you know, in a lot of the urban schools, and I think probably
Jesse Jackson talked a lot about the fact that in big cities, they are
now using processing centers to do the school packaging of school
lunches, and in that processing has added a lot of salt, sugars and
other things that end up not being necessarily the best dietary nu-
tritional goods for children. And we really need to try to get back
into that old school-based ability to have fresh fruits and vegeta-
bles in every school.

And I would like your response to that. I know you and the First
Lady have worked hard on this. We hope our bill will move this
year and be a part of the whole reauthorization act.

REAUTHORIZATION OF THE CHILD NUTRITION ACT

Secretary VILSACK. Congressman, I will be happy to get you a
copy of a speech I delivered yesterday to the National Press Club
that sort of outlined the framework for the Child Nutrition Pro-
gram reauthorization effort.

[The information follows:]



47

National Press Club Luncheon Series:
Reauthorization of the Child Nutrition Act

Remarks by
The Honorable TOM VILSACK,
Secretary of the U.S. Department of Agriculture

12:30 to 12:56 p.m.
Tuesday, February 23, 2010

National Press Club
Washington, D.C.

Transcript Prepared by Malloy Transcription Service
(202) 362-6622

SECRETARY VILSACK: Well, thank you all. Thank you very much. Alan, thanks
very much for that kind introduction, and I certainly appreciate the opportunity to retum here to
the Press Club. I consider it an honor, and I'm looking forward to visiting with all of you today.

You know, when Americans think of the United States Department of Agriculture, they
understandably think about the millions of farmers and ranchers who are among the most
productive in the world, who produce our food, our feed, our fiber, and our fuel. They are,
indeed, a truly amazing group of people and have built a truly amazing story, but, today, I'd like
to draw your attention to a different group of Americans who are directly impacted by the work
of USDA: the millions of our children who are fed through our Child Nutrition Programs.

At the beginning of the 20th century, school districts and community organizations began
providing meals to ensure that our school children wouldn't sit hungry in our nation's classrooms.
The Federal Government joined that effort in the 1930s providing excess commodities to
schools, but in the leaner years of World War II, there was a drop in available commodities, and
that resulted in fewer students being served. Immediately after the war, the nation's leaders
understood the importance of investing in good nutrition to ensure that the country would never
want for healthy, strong young people to serve in uniform, and so, in 1946, President Harry
Truman signed the National School Lunch Act declaring that, "In the long view, no nation is
healthier than its children.”

President Obama and [ share that belief, but the stark reality today is that we face a public
health crisis: high child obesity rates across this country. Fortunately, the First Lady, Michelle
Obama, has chosen to lead our effort and the administration's effort on this issue. Ijoin with
many who are thankful that her Let's Move Initiative is focused on raising a generation of
children to be healthy adults.
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The campaign will give parents the support they need to make sure that their children are
healthy. It will help our kids be more physically active and allow them to make healthy,
affordable food choices because healthy, affordable food will be available in every part of the
country. And the proposal that I will speak about today forms the legislative centerpiece of the
First Lady's campaign and the Obama administration's efforts to ensure the health of our
youngsters.

More than 60 years have passed since Harry Truman signed the National School Lunch
Program, and during that period, our efforts to provide children with healthy meals has grown.
Today, in American schools across the land, over 31 million children will receive school lunch
with the help of USDA. The success of school lunches inspired the creation of the School
Breakfast Program that now feeds over 11 million children as well as the Women, Infants and
Children Program which serves more than 9 million pregnant and postpartum women and young
children, including nearly one-half of all of America's infants. It's also spawned the Child Care
Feeding Program that now provides nutritious snacks to another 3.2 million children. In total,
working in concert with our K-12 school partners and State and local agencies, USDA helps
serve America's children more than 9 billion meals each year.

Now, last August, I had the privilege and the opportunity to visit a school and an
orphanage in Kenya to highlight the McGovem-Dole school feeding program. It's a program that
gives meals to school children living in developing countries. As I dished out a ladle of sorghum
and rice, I asked the students what they liked best about school, and to a child, they responded, "I
like school best because it is where I get fed." In Kenya, many children do not get enough to eat,
but in America, we face a dual challenge. Some of our children are hungry, and many of our
children are obese. It is that challenge and those children that bring me here today.

You may be shocked to learn that in 2008, 16.7 million American children lived in
bouseholds that had difficulty putting enough food on the table, and in over 500,000 households,
children skipped meals or ate less than they needed because of a lack of family resources. At the
same time, nearly one-third of our children are obese or overweight. One word best describes
this situation: "epidemic."

At USDA, we're working hard towards achieving the aggressive goal of eliminating
childhood hunger in America by 2015, and we want to meet the ambitious targets set by our First
Lady, Michelle Obama, to solve the problem of childhood obesity in a generation. It's vitally
important that we focus our energies and our resources on solving both of these challenges.

What's the cost of hunger to America's children that drives us to call for its end by 20157
Well, the answer is very simple. Ask any teacher in any classroom how students who failed to
eat a healthy breakfast or lunch perform in school. Hungry kids don't learn as well. In fact, the
damage extends beyond just those hungry children. If those children are not able to perform to
their fullest potential, they will not be able to challenge the other students to extend themselves.
If we want -- and we certainly need -~ our children fully prepared for a competitive and global
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economy, we cannot afford for any of them to be hungry.

What's the cost of the obesity epidemic that drew the attention of the First Lady and
inspired her launch of the Let's Move campaign? Well, children who start out life obese have
greater struggles with their weight in later life. In fact, 80 percent of teenagers who are obese
remain obese as adults. Obese adults risk chronic diseases, including high rates of diabetes, heart
disease, certain cancers, asthma, and high blood pressure.

The medical costs of obesity are enormous. Approximately 10 percent of our nation's
health care spending today is linked to obesity, and we cannot let that continue at a time when we
must reduce health care costs to remain economically competitive. In addition, absenteeism and
lost productivity at work are also additional costs to the nation as a result of obesity, costs we can
no longer afford.

And the argument for military preparedness that some may find of interest and interesting
that helped create the National School Lunch Program still applies today. A recent report
showed that 75 percent of adults, ages 17 to 24, are not physically fit for military service.
Because of these troubling trends, a coalition of retired military officials have formed to advocate
for a strong Child Nutrition reauthorization bill.

Major Kelley, I want to thank you very much for being part of that effort.

I want to thank all of those military leaders for their leadership and welcome their efforts
to promote this important legislative initiative.

So, today, President Truman's belief that a healthy nation depends on healthy children
remains as true as ever, and so we must respond, as past generations have responded, to help
improve child nutrition. Our children deserve more, and our country's better and brighter future
depends on it.

And with the reauthorization of the Child Nutrition Programs this year, now is the time
for all of us to act boldly. Bold action with reauthorization must include the following elements.

First, we cannot rest while so many of our children struggle with access to food, but the
Federal Government will never solve this challenge alone. In the last year, educators have seen
the difference that a national Race to the Top in education has provided.

So I'm pleased to announce my support for a new competition to eliminate hunger by
2015. We'll provide through reauthorization competitive grants to governors working with
stakeholders statewide, so that States can act as laboratories for successful strategies. We'll let
them be creative in experimenting with models that match program delivery with evaluation, so
we can learn what works and what doesn't. Possible steps could include policy modifications to
existing nutrition programs, enhanced outreach efforts, improved coordination between nutrition
assistance programs and family supportive services, and with work with our community and
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non-profit organizational partners.

Grants could be provided to States with prior accomplishments and commitments to
reducing hunger, applications that target communities with a high prevalence of child hunger,
and projects that reflect collaboration with a wide range of partners. It is only these sorts of
coordinated efforts that will achieve our ambitious and important goals.

Second, in addition, we should also offer grants to States and non-profit organizations to
develop Web-based or other systems to streamline the application process and expand efforts to
enroll eligible children through direct certification. If a child already qualifies for other
assistance programs, there is no reason why their parents should have to fill out yet another
application to qualify them for school breakfast or school lunch.

Bonus payments should be offered to States and school districts that effectively use direct
certification to enroll children who are currently qualified but who are not participating.

In school districts with very high rates of student eligibility for free and reduced lunch,
the cost of paperwork and the risk of lost application forms far outweighs any benefits. That's
why I'm also calling upon Congress to provide USDA with the tools necessary to establish
paperless application programs in these school districts.

The objects of all these changes would be to ensure particularly in low-income
communities where children are at high risk for obesity that every child gets the food they need
to reach their highest potential. Through these reforms, I believe we will be able to increase the
participation in those nutrition programs by one million children in the next five years.

Third, we should also increase participation in our School Breakfast Program, and that
too must be part of reauthorization. On school days, almost two-thirds of children who
participate in the lunch program do not participate in the School Breakfast Program. While
school lunch is served in nearly 100,000 of our schools, the breakfast program is only available
in 88,000. A healthy breakfast is critical and critically important to educational achievement. No
child should go without fueling up at the beginning of each day. This reauthorization is an
opportunity to promote innovative approaches which have shown to reduce the stigma attached
to the School Breakfast Program and to promote participation in that program.

One example is like serving breakfast in the classroom. That's why I'm calling on
Congress to increase the reimbursement rate for school breakfasts and combine that with the
support from USDA-purchased foods to give more children the option of a healthy breakfast.
And I'm also calling on K-12 organizations in schools and States to work with the USDA to
aggressively promote the breakfast option and to ensure that policies and practices are in place to
reduce stigma.

Fourth, but our efforts to combat hunger cannot end and should not end when the school
bell rings on the last day of the school week or the school year. More children report going
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hungry during the summer when we see a significant drop in participation in our programs.
Working with local governments, non-profit organizations, and community groups, USDA must
continue to build a bridge across that nutrition gap when school is out. We need to encourage
more schools, more community centers and organizations to provide meals during the summer.
We need to increase the number of days they make meals available.

One idea that I believe warrants attention is to expand existing authority under the Child
and Adult Care Food Program to provide after-school meals to at-risk kids in all 50 States. This
successful program currently provides extra nutrition assistance to eligible children in 14 States,
and there is no reason that steps shouldn't be taken to serve the other 140,000 additional children
who could be made eligible. And we need to find new and different approaches to providing all
of our children during these times with nutritional assistance.

1 want to commend the Congress for providing $85 million in the fiscal year 2010
Agricultural Appropriations bill that allows us to test innovative methods to improve access to
healthy foods during the summer, and we're going to be moving forward in the near future with a
series of demonstration projects and pilots that will use these improved approaches to increase
the number of sponsors and sites serving children nutritious snacks and meals after school, on
weekends, and during the summer. This will include the use of Backpack programs, new forms
of congregate feeding, and new types of program delivery that model approaches used in our
WIC and SNAP programs.

Fifth, no matter how many children we reach, we are doing all of them a disservice if we
don't offer them meals that help them achieve at their highest level. Reauthorization must also
substantially improve the nutritional value of the meals being served to our children and play a
central role in the Let's Move campaign effort to solve childhood obesity.

A recent Institute of Medicine study -- and here it is, hot off the press -- commissioned by
the USDA sounded an alarm to all of us about the nutritional value of our meals. The study
concluded that our children are eating too much sugar, salt, and fats; too few fruits, vegetables,
whole grain, and low-fat dairy products. This may explain why one-half of the calories
consumed by our children, ages 6 to 11, in this country are considered empty calories.

USDA is working aggressively as possible to implement the changes based on the
Institute of Medicine recommendations to better align our meals with our dietary guidelines, but
we also know that improved foods will require increased costs for our schools. That's why I'm
calling on Congress to increase the reimbursement rate for the National School Lunch Program to
help schools purchase those whole grains, fruits, vegetables, low-fat and fat-free dairy products
that our children need to grow healthy.

Now let me be clear. Our expectation is that the school meals will improve as USDA
1ssues new meal requirements that emphasize more fruits, vegetables, whole grains, and low-fat
dairy, and any increases in the reimbursement rate must be conditioned on the fact that those
increases will pay for improved quality and improved nutrition, not just to maintain the status
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quo.

Sixth, the Institute of Medicine report also shows that training, school equipment, and
technical assistance would be necessary to implement these changes to the foods we serve.
Recognizing that many schools do not have the equipment in place to provide quality food
selections, the reauthorization should build upon the investments in 5,000 schools and equipment
made by the Recovery Act and include funding to improve school kitchens, so they can provide
meals that meet dietary guidelines and offering fresh fruit and vegetables. At the same time, we
should create credentialling programs for food service directors and support school food service
providers with the resources necessary for critical training, so they can do their jobs correctly.

Seventh, the Reauthorization Act should also ensure that all food served in schools are
nutritious and healthy. A 2006 study showed that outside the cafeteria, children are three times
more likely to purchase cookies, cakes, pastries, and other high-fat, salty snacks than fruits or
vegetables. Food served in vending machines and in the a la carte line should never undermine
our efforts to enhance the health of the school environment. That's why we must have the
capacity to set standards for all food served and sold in schools.

Now, it doesn't mean the end of vending machines in schools. It just means filling them
with nutritious offerings to make the healthy choice the easy choice for our nation's children.
Though many in the media may have portrayed this as an area of conflict, as I travel and as [
listen, I will tell you I hear nothing but broad support for these efforts to establish standards for
schools served throughout the school day. From food service professionals to the national PTA
to the food industry itself, there is support for this new authority, and it must be a component of
reauthorization.

Eighth, we also believe that every lunch room ought to double as a classroom; that
schools should be challenged to make meals a leaming experience. That's why it's important for
us to build on the steps we've taken in the 2004 reauthorization bill to establish school wellness
policies in every school, by strengthening the requirement and raising the standard. Schools
should work in consultation with parents to implement a strong wellness policy centered on
eating healthy, nutrition education, and physical activity.

Ninth, making sure that parents and students have correct and complete nutritional
information about foods being served in school must also be part of reauthorization. With better
information and simple assessments, parents will know what is available in their child's cafeteria
and can better assist their children in making the right nutritional choices. In addition to
transparency, we also have to be smarter about how we serve food. Steps as simple as putting the
fresh fruit in a more prominent area in the cafeteria will help improve youngsters' eating habits.

Now, we must also strengthen the link between local farmers and school cafeterias, and
that too must remain a priority for this legislation. Supporting Farm to School Programs will
increase the amount of produce available to cafeterias and help support our local farmers by
establishing regular institutional buyers. Many schools are using these Farm to School Programs
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as an important component of nutrition assistance and education. USDA has begun to deploy
Farm to School teams to help school districts understand and appreciate how they can purchase
and serve these local foods. And I call on our educational leaders across the country and our
State and local partners to embrace farm-to-cafeteria programs and school gardening programs to
help strengthen the link between consumers and our farmers.

Last, guaranteeing the integrity of our nutrition programs remains critical to a credible
reauthorization. We should fund periodic studies to eliminate erroneous payments in the meal
program, and support for new technology will help schools avoid those inaccuracies in eligibility
determinations that are often the source of erroneous payments. And that will allow us to
maintain confidence that our help is being provided to those who need it.

While the focus of reauthorization must remain on access and improving quality, we also
understand the underlying responsibility we have to make sure that the food that our children eat
is both nutritious and also safe. That's why we've begun a complete review of our programs and
protocols to enhance the safety of all food that is served to our children and why this month we
announced a series of reforms designed to ensure that foods are, indeed, safe and of the highest
quality. Parents expect as much, and our children deserve no less.

Our efforts to combat hunger and obesity must also include encouraging our children to
be more physically active. USDA has partnered with the National Football League and the Dairy
Management Inc. to promote their program called "Fuel Up to Play 60." The program seeks to
improve nutrition while also advocating for at least 60 minutes a day of physical activity for our
children. To highlight the nexus between nutrition and physical activity, the USDA is joining the
First Lady in aggressively promoting our HealthiertUS School Challenge to recognize the schools
that do an exceptional job in promoting meal participation, meal quality, nutrition education, and
physical activity. To highlight this program is the gold standard we should expect our schools to
participate, and last fall, we expanded this initiative to include middle and high schools. In
announcing the Let's Move Initiative, the First Lady called upon us to double the number of
participating schools in the next year and to reach 3,000 of our schools within the next three
years.

USDA is working with administrative State agencies and a range of other partners from
professional sports leagues to media leaders and youth organizations to promote the program and
to meet this goal, but we cannot do it without everyone's continued engagement.

While Congress debates this reauthorization, one step that parents, leaders, teachers, and
school board members can take across this country is to immediately help their schools become a
healthier U.S. school. We are also seeking and encouraging support and work. To help
communities reach that goal, we have an online tool kit that allows the schools to assess and
improve their food offerings and an online calculator to determine the nutritional value of foods
sold outside of school meals. These are just two ways we are helping at USDA now. These
steps built on a Menu Planner for healthier school meals, we recently released to schools.
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Now, we're committed to this program because we know that comprehensive solutions
like the HealthierUS Challenge make a real difference. For example, a school nutrition policy
program funded by the Food Trust and implemented in elementary schools in Philadelphia
included nutrition, education, healthy food requirements, staff training, and family and
community involvement. The results, the study recently found that effort reduced the incidence
of childhood overweight in students by 50 percent in just two years.

We know we can't do this alone. Today, we have a strong chorus of voices calling for
changes that I've outlined and committed to those issues in communities across the country.
Thanks in no small part to the efforts of those who advocate on our behalf, those in this room and
across the country, Americans are increasingly aware of the cost of hunger and obesity. Recent
poliing shows that 83 percent of Americans support expanding the Child Nutrition Act. At the
grass-roots level, we see parents and teachers, doctors, coaches, community leaders engaged in
this battle. The nation's governors recently called on Congress to increase Federal support for
reauthorization that includes the core components of our legislative request. Every day, we see
more businesses, more non-profit organizations, more school boards, more advocacy groups, and
local governments engaged in this issue.

His first year of office, President Obama pulled us back from the brink of the greatest
economic crisis since the Great Depression, and he has worked hard to lay a foundation, a new
foundation for economic growth. He identified three strategies in building that lasting prosperity:

innovation, investment, and education. All three of these strategies -- all three of these strategies
require the next generation to be the healthiest and best educated in the history of our country.
We will not succeed if our children aren't learning as they should because they are hungry and
cannot achieve because they are not healthy.

After World War II when our future was on the line, our leaders understood that the
health of our nation, of our economy, our national security, and of our communities depended on
the health of our children. We would do well to remember that lesson today and to act as they
did to ensure that our youngsters are healthy and prepared for a challenging future,

Thank you very much.
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Let me just simply say, we are absolutely committed to improv-
ing the nutritional value of these meals. The Institute of Medicine
study that we commissioned essentially was a wake-up call sug-
gesting indeed there was too much sugar, too much sodium, too
much fat, not enough fruits, vegetables, whole grains and low-fat
dairy. We are committed to making that happen. The reality is that
oftentimes those steps do require some additional resources which
is why we are asking for the additional resources.

I would also say that we are in the process of focusing some of
our research and development efforts on obesity and particularly on
how we can improve the quality of choices that youngsters can
make, as well as making sure that we connect as best we can with
the Deputy Secretary’s leadership, as best we can to promote the
local provision of those fruits and vegetables. Opportunities for
local producers to be able to create markets with schools can be
amplified and assisted through USDA and through rural develop-
ment.

So there is a major commitment on our part. Let me also say
that it is not just about more money. It is, as you have indicated,
about trying to figure out how to spend the money that we are cur-
rently spending more effectively. We would suggest that one way
to do that is to end paperwork in some of these school districts
where it is fairly clear the vast, vast majority of students are in
fact free and reduced-lunch kids and that we look for direct certifi-
cation opportunities so that if a parent is qualifying for one set of
programs they do not have to fill out multiple applications to qual-
ify for something else.

ORGANIC AGRICULTURE

Mr. FARR. Terrific. You are on it. I like that. Let me ask you. 1
represent the most organic agriculture in the United States, and
probably my district is the most productive in organic agriculture,
and I notice that you are reducing the organic research funding in
this budget. And I wanted you to explain why. I mean, organic is
about 3.5 percent of all food products, and with the funding cuts,
the research comparison is you are down to about 1.3 percent.

Secretary VILSACK. If you will permit me, I am going to ask the
Deputy Secretary to amplify on my answer. I am just simply going
to say that I think it is important to take a look at the overall
budget as it relates to organic. I think what you will find is there
is significant support in a number of areas to advance organic. We
are also working on a tightening of regulations which should help
preserve that market and that brand.

Ms. MERRIGAN. Thank you, Mr. Secretary.

Mr. FARR. You will need to put your button on.

Ms. MERRIGAN. We have a number of research agendas within
the overall REE mission area that are very compatible with organic
research. A great new emphasis on classical breeding, work on pe-
rennial grains, a very substantial increase in the SARE program.
So it is a matter of double-counting in a large way. A lot of the
SARE programs, for example, is actually organic research. We esti-
mate that in this budget there is $78 million of specific organic re-
search, but there is additional programs that also offer up organic
benefits.
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Mr. FARR. So the bottom line for organic is you are not cutting
it? Is that what you are trying to tell me?

Ms. MERRIGAN. The bottom line is, it is well-timed that not only
the REE mission area embrace organic and research needs but that
we attend to organic agendas throughout the agencies and the De-
partment because it is a big tent, USDA, and we see the organic
industry as thriving, important, and we just had a national NASS
survey that came out, the first ever, on the organic industry. And
it showed that this is an area of great interest across the country.
All 50 states have organic production.

Mr. FARR. Thank you.

Ms. DELAURO. We will have a hearing next week on March 3. I
think that is Wednesday. We will deal with nutrition and obviously
child nutrition and how we proceed in that direction. I think the
Administration and the agency knows about that, but it will be
next Wednesday.

Mr. Latham.

Mr. LATHAM. Thank you, Madam Chairman, and to use your
sports analogy, you are on your game today, Rosa. Anyway, wel-
come, Mr. Secretary, everybody on the panel.

CROP INSURANCE

As you know, Mr. Secretary, crop insurance industry is very,
very important for a state like Iowa. It is more important even
than the industry for the farmers themselves to be able to manage
their risk. In the budget, it looks like over five years you are plan-
ning on cutting about $7 billion out of about $20 billion. I do not
know where we are in negotiations, but I would like to hear about
that but also, I will just ask you directly. Is there any discussion
at USDA about taking over risk management away from the pri-
vate?sector, like the direct student loan program has been taken
over?

Secretary VILSACK. I think our preference, Congressman, is to
work with the industry, recognizing the important role that the in-
dustry plays in this part of our safety net. But I think we also want
to make sure that as we work with the industry, we do it in a fair
way to all, to the farmers and producers, obviously, to the agents
who are impacted, to the insurance industry, but also to the tax-
payers.

I mean, I have got a chart here that I think in a very graphic
way projects what is happening in crop insurance. You are seeing
dramatic increases in the amount of profits, both on the agent and
the insurance company side, even though we are selling about
200,000 fewer policies than we sold in the year 2000. We have to
rebalance this, which is what the negotiations are about. They are
ongoing. We have made a recent second proposal to the industry
in an effort to try to respond and listen to the concerns that they
have raised, and we have made several adjustments. But I think
at the end of the day, I think there needs to be a rebalancing here
without compromising the capacity for producers to have this risk
management tool and also using some of the resources to basically
allow crop insurance to be sold on a fair basis to some producers
that right now, under the current system, are not treated fairly.

[The information follows:]
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Mr. LATHAM. They also assume the risk also. I mean, that is the
thing, where you are putting the taxpayer on the hook for the po-
tential losses out there.

Secretary VILSACK. In 2 out of 15 years there have been small
losses, 13 years out of 15 there have been pretty significant gains,
Congressman. And we did not do this, if I might add, we did not
do this without looking at this. And the Milliman’s study indicated
that what we are proposing is somewhere in the neighborhood of
12 percent return on the investment for the industry as opposed to
a 16 percent return. We think that is fair.

CLIMATE CHANGE RESEARCH

Mr. LATHAM. Okay. In research funding, you are increasing fund-
ing by over $50 million for climate change research, some of which
will be used to “provide vital information needed for an agricultural
and forestry cap and trade system.” You know, this has not obvi-
ously passed Congress. The hopes of getting that done probably are
not very bright at this point. I just wonder about those research
dollars being spent somewhere else, and as you are well-aware, the
FAPRI report that came out of Missouri, their conclusion, pro-
ducers use many energy inputs in the production of agricultural
commodities. The direct impact of a policy change that increases
energy costs will be to reduce farmers’ bottom lines, and we are
talking probably 20, 25 percent utility costs on top of all the fuel
costﬁ and everything else. I just wonder how you react, you know,
to this.

IMPACT OF INDIRECT LAND USE ON THE BIOFUELS INDUSTRY

Also, the question of whether the USDA agrees on the indirect
land use, the EPA. They are coming down on that. It is a huge im-
pact obviously on the biofuels industry.

Secretary VILSACK. Well, let me see if I can respond to those
comments. First of all, as it relates to the indirect land use, we
worked in an effort to try to make sure that the RFS2 standard
that came out from EPA recognized the important role that corn-
based ethanol can play in helping biofuels future. And we were
pleased that in fact there was an indication that corn-based eth-
anol, soy diesel, would in fact be able to meet the thresholds estab-
lished by the RFS2. So I think that is an important point to make.

Secondly, as it relates to the research efforts, I think it is fair
to say that we have ongoing needs to take a look at how crop pro-
duction will be impacted by more extreme weather conditions,
whether it is drought-resistance or drought intolerance or whether
it is flooding situations, are there mechanisms and are there proc-
esses by which we can ensure productivity of seed in those extreme
weather conditions.

And so I think it is important for us at USDA to focus on this.
We also recognize that with these extreme weather conditions
there could very well be an increase in severity of pests and dis-
ease. And so part of this research is taking a look at how we would
be able to adapt to more serious pest and disease circumstances be-
cause of extreme weather conditions. So I think this is a valid rea-
son for us to focus resources, and I think it is very consistent with
USDA’s responsibilities. There are other——
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Mr. LATHAM. But that is not what this is for.

Secretary VILSACK. No, that is what it

Mr. LATHAM. Well, it says information needed for cap and trade.
That is what you say.

Secretary VILSACK. Essentially what I am telling you is it is
going to be——

Mr. LATHAM. That is what it says.

Secretary VILSACK. Well, Congressman, if I can tell you what we
are going to direct—what the research is actually going to be fo-
cused on, it is going to be working with adaptation to extreme
weather conditions. You can call it climate change, you can call it
cap and trade, you can call it whatever you want. The bottom line
is it is about making sure that we continue to be the most produc-
tive and efficient farming country in the world. That is our intent,
and so this research is designed to help that and focus also on
water issues.

We are very concerned, and I know you are, about the limitation
of water resources in many parts of this country, and that is a re-
sult of extreme weather conditions. And we have to be much better
at our science in terms of knowing precisely how to preserve and
conserve water. That is one of the whole reasons why we are also
focused on a whole new approach in our Forest Service to land-
scape all lands approach and focusing on using our management of
our forests in a much more effective way relative to water.

So all of these give rise to research opportunities.

Mr. LATHAM. Thank you, Madam Chairman.

Ms. DELAURO. Mr. Davis.

Mr. DAvis. Madam Chairman, thank you very much and cer-
tainly for the testimony of Mr. Vilsack, the Secretary.

THE SCHOOL LUNCH PROGRAM

I have had an opportunity in my long life to do many things. My
first job out of college with an ag degree was to work with the Soil
Conservation Service as a soil scientist. So some folks say I am one
of the scientists over here in Congress. However, that work was
somewhat different than some of the real scientists that are here.

Then I worked with an agency called Farmers Home Administra-
tion which was then a rural lending agency of USDA until the mid-
1970s.

I live in a district that almost 70 percent of the people live out-
side of an incorporated area. When you approach those commu-
nities, it will say Pall Mall, unincorporated. In essence, the folks
who live in the congressional district that I represent understand
rural America probably as much as anyone and probably more so
than most congressional districts because many congressional dis-
tricts have a portion of an urban area or a city which comprises
a large part of their congressional district.

So I know when we talk about school lunch programs, how tough
it is for small rural communities and small rural counties to be
able to provide the basic needs of their students who attend there.

And so I know as we look at the hot lunch programs we call
those back home, being sure that there are nutritious foods being
served to our children is extremely important. So I hope that we
look, and I heard two or three of the members talking, I hope we
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look very seriously at putting some pretty strict requirements on
nutritious food, not soda pop and not Twinkies and not what we
call pogey bait being served in some of the dispensers. That is an
area where I think that this Department can do unbelievable good
for America’s rural families, especially those that have children at-
tending school.

RURAL HOUSING ASSISTANCE

Now, the next thing I want to say is that I also, having worked
with Farmers Home, is rural housing. I have been somewhat sad-
dened when I realized that my neighbors on my street that live
near me oftentimes are relegated—and I am not opposed to mod-
ular housing. I think there is a great need being served by that.
But a used modular housing is not necessarily something that
would be—we would call those sometimes substandard, and there
are many folks in rural areas where I represent all across the dis-
trict, and the 10,000 square miles that I represent are relegated to
the point where they cannot find a loan to where they can actually
be able to obtain housing. We need to take a serious look at rein-
stating direct interest assistance, interest credit housing, direct
loans, not making subsidies to guaranteed loans. I do not disagree
that that needs to continue, but we need to look more at transfer-
ring more and more dollars. And my understanding is that our
Chairman of the Financial Services is moving toward maybe even
authorizing some dollars, and my hope is that that is the case, that
we would appropriate those that we can have help from our De-
partment of Agriculture.

HORTICULTURE AND THE NURSERY INDUSTRY

I met with a group of folks who provide a tremendous amount
of employment in the congressional district that I represent, and
the central part of it, the area of horticulture. Huge investments,
and oftentimes not on an annual basis do they receive income.
Sometimes it is three or four or five years before they can actually
be able to have income. And so they have to kind of hold on with
their debt servicing. They are having a hard time. I want to visit
with you and send you some suggestions that the group that I met
with about a week-and-a-half ago about how maybe USDA can take
a serious look at refinancing some debt for those folks until we get
through this period of time where housing moves back because ba-
sically, when you talk about horticulture or the nursery industry,
as the housing industry goes, so goes the nursery industry. And we
could almost destroy the farmers who are producing hundreds of
jobs and thousands of jobs in many cases in those small rural
areas.

BROADBAND IN RURAL SCHOOLS

The next thing I want to say is that I have heard talk about
broadband. It is my understanding the latter part of last year the
rules have pretty much promulgated that now our telephone co-ops
and others can start applying for grants and/or loans to expand
broadband into areas. And I am excited that the American Eco-
nomic Recovery and Reinvestment Act, it is not a stimulus pack-
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age. I want to clarify that. It is not a stimulus package. It was not
a stimulus legislation. It is the American Economic Recovery and
Reinvestment Act. Almost $300 billion were tax cuts to working
people and tax cuts for small business folks so they could invest in
their business and discount that from their income. So when I hear
stimulus, it is not a stimulus. It was not a stimulus legislation. It
is an investment in America. It is an Economic Recovery and Rein-
vestment Act that folks will be able to survive. In my district, when
folks get an unemployment check after their 13 weeks or 26 weeks,
it came from that American Economic Recovery and Reinvestment
Act. And when they get 25 of their insurance being paid for and
they still cannot find a job, it came from that Economic Recovery
and Reinvestment Act, not stimulus. It may stimulate their check-
ing account a little bit and keep them from losing their house.

So I want to talk now about broadband. I envision in rural Amer-
ica where I live that the small rural schools who may not be able
to hire an extra teacher to challenge the young minds of the best
and brightest that some day will make this Nation even greater.
We have done wonders with education since the 1970s reaching
down to what we would call the underserved, the special ed needs.
The special ed needs are also there for the best and brightest. And
I envision broadband being in every school system in rural America
and the best and brightest teachers in this country, educating that
youngster. There may be thousands of them at a time in that hour
period they have set.

INVESTMENT IN RURAL AMERICA

So it is my hope that as we move into the future we realize that
we are making a huge investment and reinvestment for the first
time since back in the ’80s, basically, in building America. When
you look up through about 1980, we built our interstate systems,
we fought four wars, we built every lake and every dam that we
have in this country. We even built the Panama Canal and gave
it back to them in 1979, and since then we have not invested in
anything in this country. All we have done is invested in debt. We
have grown from about a trillion dollars in 1981 to almost $11 tril-
lion today. So I understand about debt, but it did not just happen
yesterday or it did not just start last January. It has been moving
on top of us for a long time.

And so as we invest in rural America, USDA has been the one
that has been the champion and the one that has provided an op-
portunity, unbelievable opportunities, to those of us who live in
rural America and those of us who serve.

I could ramble pretty much for the next 2 or 3 hours, but I think
I will stop doing that. But I want to ask you a question. We all
know that there are and will continue to be scarce resources in this
country, perhaps for years to come. How do you think or could you
make recommendations of how you would feel the USDA could
more wisely invest in rural America from where you sit as Sec-
retary of Agriculture?

Secretary VILSACK. Congressman, I appreciate that question, and
I will try to respond as quickly given the time constraints that you
all are facing. I do think it is important for us to recognize that
in the past, our economic development efforts in rural America
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have been focused on individual businesses and individual commu-
nities and not recognizing that those businesses and those commu-
nities are part of an economic region. Smaller communities often-
times have capacity issues, both in terms of human resources and
knowledge, as well as financial resources. I think we would prob-
ably do a better job of investing our economic development re-
sources if we were in a position to allow those communities to come
together, to band together with a common strategic vision and to
leverage their financial and human resources toward a vision that
focuses on making that region of the country a great place to live,
work and raise a family.

REGIONAL INNOVATION INITIATIVE

What we have proposed in this budget is giving us the authority
to prove that case. By establishing pilot projects in regions across
the country, taking a portion of the monies in the various 20 pro-
grams that we have identified that could potentially be invested in
those regions and allowing us to work with those regions to more
wisely leverage those resources for private investment and also to
allow the USDA to do a better job of working with companion agen-
cies, like the Department of Transportation, Department of Energy
and others, to be able to leverage our resources with other govern-
ment resources to really bring prosperity into these communities.
If you look at all the academic studies about rural development,
what they are going to tell you is that it is time we approach this
from a regional basis, not a community-by-community, company-by-
company basis, and that we will get more bang for our buck if we
do it that way.

Now, we recognize that is a new concept, and we could not pos-
sibly come to this Committee and suggest that all of the money be
appropriated in that way. We are not suggesting that. What we are
suggesting is give us a chance to prove this case to you, and I will
guarantee you that we will prove that it is a very successful way
of approaching rural development.

Mr. Davis. Thank you very much for being here. I think we are
very lucky to have you as Secretary.

Ms. DELAURO. Mr. Bishop.

Mr. BisHOP. Thank you very much, Madam Chairman.

CIVIL RIGHTS ADMINISTRATION

Welcome, Mr. Secretary. Let me take this opportunity first off to
thank you and commend you for going forth on your commitment
to equal opportunity at the Department. I think even prior to your
confirmation, we had conversations where you committed to that
and you have gone forth with the civil rights enforcement. You
have offered tremendous leadership in the settlement of the Pigford
II cases, and of course you are moving forward on the thousands
of administrative claims that are now pending that carried over
from the last Administration, the last two Administrations. So I
want to commend you for that and thank you. Hopefully, the fund-
ing mechanism for the administrative claims will be contained in
either the jobs bill or the supplemental, I am not sure which, and
maybe the Pigford in the supplemental which I understand is going
to be proposed.
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I also want to thank you for moving forward with the appoint-
ments of our State Committee. I think we have got four of the five
appointments complete, and that is good because that has been
holding up a lot of action there in the state.

FARM SAFETY NET PAYMENT LIMITATIONS

I do have concerns, however, with the Administration’s proposed
budget, particularly some reductions in the areas like the direct
payments which the Administration has really taken forth an effort
and said that it wants to preserve the safety net for our farmers.
However, with southeastern agriculture which is a little bit unique
and different from agriculture in other parts of the country because
it is so diverse, the payment limitations issue has a much more ad-
verse impact on southeastern farmers who do multiple crops than
on some other parts of the country. So I have some real problems
with that, and of course, as we work through the budget, we will
try to deal with that. The elimination of the cotton storage and
handling credits again are part of the safety net, and the reform/
reduction in the market access program, all of these are parts of
the safety net that have assured that American farmers were able
to compete in the global marketplace with their competitors from
other countries that have this kind of help doing that. So I would
like to discuss it at some point, and maybe you can allude to that.

BROADBAND IN RURAL AMERICA

The other concern I have relates to broadband. Mr. Kingston
touched on it. In Georgia, we have had only one grant under the
Recovery Act, and that was in North Georgia. I have had multiple
applicants in our area, and I have met with all of them who serve
rural areas, and none of them has been approved. It does not ap-
pear that they have the prospects of doing it, particularly with the
formula that we understand is going to be—one of the consider-
ations is the ratio of grant-to-loan in the application. We have
rural, poor areas, and they really need to be able to compete, and
they do not have the resources, which is why we insisted that
USDA, RUS, be the people to do that. And we had a big fight over
that in the stimulus. So we really would like to have you to visit
that.

USDA’S ROLE IN DOL’S H2A PROGRAM REGULATIONS

And the final thing I wanted to mention is the H2A program. We
have got some real concerns there with the regulations that are
about to be implemented and the impact that it will have on our
produce growers, fruit and produce growers and would like to know
if USDA is actively involved with the Department of Labor in try-
ing to promulgate those regulations in a way that will not ad-
versely impact those producers.

Secretary VILSACK. Congressman, I will try to respond to all your
points. Let me sort of go in reverse. The H2A issue, we acted in
an advisory capacity to the Department of Labor.
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DEPARTMENTAL ADMINISTRATION REORGANIZATION

Mr. BisHopr. Excuse me, and you can submit this other one for
the record. The reorganization that you had talked about earlier
with the Under Secretary of Administration, you can submit that
for the record or we can talk about that later. I just wanted to add
that on the record.

Secretary VILSACK. And we will provide you written comment on
that. The H2A, we provide at advisory capacity. Obviously that is
a Department of Labor ultimate call, but we have provided advi-
sory direction and will continue to do that.

[The information follows:]

As part of the reorganization of the staff offices and administrative services of the
Department, numerous functions have been consolidated under the Assistant Sec-
retary for Administration in an effort to improve the effectiveness and efficiency of
the Department. Due to these increased responsibilities, we are considering legisla-
tive language to create an Under Secretary for Management. An Under Secretary
for Management would be able to work more effectively with the other members of

my Subcabinet to improve operations of and the services delivered by the Depart-
ment.

BROADBAND IN RURAL AND REMOTE AREAS

On the broadband issue, let me just simply say, we are still in
the process of not only reviewing applications but also making an-
nouncements about applications that have been approved. I think
until we have completed that process, I would hope that you would
give us an opportunity to prove to you that we are cognizant of the
need to get these resources in rural and remote areas, as those that
exist in your community. There may be technical issues with the
applications. I would suggest that if you can get permission from
those who have applied to give you the opportunity to visit with the
RUS folks—there are privacy issues—but if you have that permis-
sion, I would certainly encourage you to do that so that you know
precisely what the status of those applications will be.

MARKET ACCESS PROGRAM

On the Market Access Program, I think it is also i